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To  proAade  for  reconciliation  pursuant  to  section  2  of  the  concurrent  resolution  on 
the  budget  for  fiscal  year  1987  (S.  Con.  Res.  120,  Ninety-ninth  Congress). 


EST  THE  SENATE  OF  THE  UNITED  STATES 

July  31  Gegislative  day,  July  28),  1986 

Mr.  DoMENTCi,  from  the  Committee  on  the  Budget,  reported  the  following 
original  bill;  which  was  read  twice  and  placed  on  the  calendar 


A  BILL 

To  provide  for  reconciliation  pursuant  to  section  2  of  the 
concurrent  resolution  on  the  budget  for  fiscal  year  1987 
(S.  Con.  Res.  120,  Ninety-ninth  Congress). 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  "Sixth  Omnibus  Budget 

4  Eeconciliation  Act,  1986". 


2 

1  TITLE  I— AGRICULTUEAL  SECURITIES 

2  SEC.  101.  SALE  OF  AGRICULTURAL  NOTES  AND  OTHER  OBLI- 

3  CATIONS. 

4  (a)  The  Secretary  of  Agriculture  shall,  under  such  terms 


5  as  the  Secretary  may  prescribe,  sell  notes  and  other  obliga- 

6  tions  held  in  the  Rural  Development  Insurance  Fund  estab- 

7  lished  under  section  309A  of  the  Consolidated  Farm  and 

8  Rural  Development  Act  (7  U.S.C.  1929a)  in  such  amounts  as 

9  to  reaHze  net  proceeds  of  not  less  than — 


10  (1)  $555,000,000  from  such  sales  during  fiscal 

11  year  1987; 

12  (2)  $549,000,000  from  such  sales  during  fiscal 

13  year  1988;  and 

14  (3)  $543,000,000  from  such  sales  during  fiscal 

15  year  1989. 

16  (b)  The  second  sentence  of  section  309 A(e)  of  the  Con- 

17  solidated  Farm  and  Rural  Development  Act  (7  U.S.C. 

18  1929a(e))  is  amended  by — 

19  (1)    inserting    "and    other    obligations"  after 

20  "Notes";  and 

21  (2)  striking  out  the  period  at  the  end  thereof  and 

22  inserting  the  following:  ",  including  sale  on  a  nonre- 

23  course  basis.  The  Secretary  and  any  subsequent  pur- 

24  chaser  of  such  notes  and  other  obligations  sold  by  the 

25  Secretary  on  a  nonrecourse  basis  shall  be  reheved  of 
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1  any  responsibilities  that  might  have  been  imposed  had 

2  the  borrower  remained  indebted  to  the  Secretary.". 

3  (c)  Notwithstanding  any  other  provision  of  law,  institu- 

4  tions  of  the  Farm  Credit  System  operating  under  the  Farm 

5  Credit  Act  of  1971  (12  U.S.C.  2001)  shall  be  eligible  to  pm-- 

6  chase  notes  and  other  obligations  held  in  the  Rural  Develop- 

7  ment  Insurance  Fund  and  to  service  (including  the  extension 

8  of  additional  credit  and  all  other  actions  necessary  to  pre- 

9  serve,  conserve,  or  protect  the  institutions'  interests  in  such 

10  notes  and  other  obligations),  collect,  and  dispose  of  such 

11  notes  and  other  obligations,  subject  only  to  such  terms  and 

12  conditions  as  may  be  agreed  to  by  the  Secretary  of  Agricul- 

13  ture  and  such  purchasing  institutions  and  as  are  approved  by 

14  the  Farm  Credit  Administration. 

15  TITLE  n— COMMITTEE  ON  BANKING,  HOUSING, 

16  AND  UEBAN  AFFAIRS 

17  SEC.  201.  SALE  OF  RURAL  HOUSING  LOANS. 

18  (a)  In  General. — The  Secretary  of  Agriculture  (here- 

19  inafter  referred  to  as  the  "Secretary")  shall  ensure  that  loans 

20  made  under  title  V  of  the  Housing  Act  of  1949  are  sold  to 

21  the  public  in  amounts  sufficient  to  provide  from  the  proceeds 

22  of  such  sales  a  net  reduction  in  outlays  of — 

23  (1)  not  less  than  $1,158,000,000  in  fiscal  year 

24  1987; 
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1  (2)  not  less  than  $500,000,000  in  fiscal  year 

2  1988;  and 

3  (3)  not  less  than  $500,000,000  m  fiscal  year 

4  1989. 

5  (b)  Peoceduees  and  Teems  of  Sales. — 

6  (1)  The  Secretary  shall  estabhsh  specific  guide- 

7  lines  for  the  sale  of  loans  under  subsection  (a).  The 

8  guidelines  shall  address  the  procedures  and  terms  ap- 

9  plicable  to  the  sale  of  such  loans,  including  whether 

10  such  loans  should  be  subject  to  any  form  of  Federal 

11  guarantee,  the  kind  of  protections  that  should  be  pro- 

12  vided  to  borrowers,  and  terms  that  will  ensure  that  the 

13  sale  of  such  loans  will  be  made  at  the  lowest  practica- 

14  ble  cost  to  the  Federal  Government. 

15  (2)  The  sale  of  loans  under  this  section  shall  not 

16  be  subject  to  paragraph  (2)  or  (3)  of  section  517(d)  of 

17  the  Housing  Act  of  1949. 

18  (c)  Repoets  to  Congeess. — 

19  (1)  The  Secretary  shall  submit  periodic  reports  to 

20  the  Committee  on  Banking,  Housing,  and  Urban  Af- 

21  fairs  of  the  Senate  and  the  Committee  on  Banking,  Fi- 

22  nance  and  Urban  Affairs  of  the  House  of  Representa- 

23  tives  setting  forth  the  activities  of  the  Secretary  under 

24  this  section.  Each  such  report  shall  include  the  guide- 

25  lines  established  under  subsection  (b)(1),  a  description 
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1  of  the  loans  sold  under  this  section,  and  an  analysis  of 

2  the  net  reduction  in  outlays  provided  by  the  sale  of 

3  such  loans.  The  Secretary  shall  submit  the  first  report 

4  under  this  paragraph  not  later  than  90  days  after  the 

5  date  of  the  enactment  of  this  Act,  and  shall  submit 

6  subsequent  reports  each  90  days  thereafter  through  the 

7  end  of  fiscal  year  1987. 

8  (2)  The  Comptroller  General  of  the  United  States 

9  shall  conduct  an  audit  and  evaluation  of  the  activities 

10  of  the  Secretary  described  in  each  report  submitted 

11  under  paragraph  (1),  in  accordance  with  such  regula- 

12  tions  as  the  Comptroller  General  may  prescribe.  The 

13  Comptroller  General  shall  have  access  to  such  books, 

14  records,  accounts,  and  other  materials  of  the  Secretary 

15  as  the  Comptroller  General  determines  necessary  to 

16  conduct  each  such  audit  and  evaluation.  The  Comptrol- 

17  ler  General  shall  submit  to  the  Committee  on  Banking, 

18  Housing,  and  Urban  Affairs  of  the  Senate  and  the 

19  Committee  on  Banking,  Finance  and  Urban  Affairs  of 

20  the  House  of  Representatives  a  report  setting  forth  the 

21  results  of  each  such  audit  and  evaluation. 

22  SEC.  202.  SALE  OF  EXPORT-IMPORT  BANK  LOANS. 

23  The  Export-Import  Bank  Act  of  1945  (12  U.S.C.  635 

24  et  seq.)  is  amended  by  adding  at  the  end  thereof  the  following 

25  new  section: 
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1  "SEC.  15.  SALE  OF  BANK  LOANS. 

2  "(a)  In  Geneeal. — The  Board  of  Directors  shall  take 

3  such  steps  as  may  be  necessary  to  ensure  that  loans  made  by 

4  the  Bank  under  this  Act  are  sold  to  the  public  in  amounts 

5  sufficient  to  provide  a  net  reduction  in  outlays  of  not  less  than 

6  $500,000,000  in  fiscal  year  1987  from  the  proceeds  of  such 

7  sales. 

8  **(b)  Peoceduees  and  Teems  of  Sales. — The  Board 

9  of  Directors  shall  establish  specific  guidelines  for  the  sale  of 

10  loans  under  subsection  (a).  Such  guidelines  shall  be  developed 

11  after  consultation  with  the  Secretary  of  the  Treasury.  The 

12  guidelines  shall  address  the  procedures  and  terms  applicable 

13  to  the  sale  of  such  loans,  including  terms  that  will  ensure  that 

14  the  sale  of  such  loans  will  bring  the  highest  possible  return  to 

15  the  Federal  Government,  taking  into  account  the  require- 

16  ments  of  subsection  (c). 

17  "(c)  Restoeation  of  Capital. — The  Bank  is  hereby 

18  ai^thorized  to  issue  capital  stock  in  an  amount  equal  to  any 

19  reduction  in  the  capital  and  reserves  of  the  Bank  resulting 

20  from  the  implementation  of  this  section.  The  Secretary  of  the 

21  Treasury  is  authorized  and  directed  to  purchase  such  stock, 

22  and  for  such  purpose  he  may  use  the  proceeds  from  obliga- 

23  tions  issued  under  chapter  31  of  title  31,  United  States  Code. 

24  "(d)  Repoets  to  Congeess. — 

25  "(1)  Bank  eepoets. — The  Board  of  Directors 

26  shall  submit  periodic  reports  to  the  Committee  on 
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1  Banking,  Housing,  and  Urban  Affairs  of  the  Senate 

2  and  the  Committee  on  Banking,  Finance  and  Urban 

3  Affairs  of  the  House  of  Eepresentatives  setting  forth 

4  the  activities  of  the  Board  of  Directors  under  this  sec- 

5  tion.  Each  such  report  shall  include  the  guidelines  es- 

6  tablished  under  subsection  (b),  a  description  of  the 

7  loans  sold  under  this  section,  and  an  analysis  of  the  net 

8  reduction  in  outlays  provided  by  the  sale  of  such  loans. 

9  The  Board  of  Directors  shall  submit  the  first  report 

10  under  this  paragraph  not  later  than  60  days  after  the 

11  date  of  the  enactment  of  this  Act,  and  shall  submit 

12  subsequent  reports  each  60  days  thereafter  through  the 

13  end  of  fiscal  year  1987. 

14  **(2)  Eeports  by  comptroller  general. — 

15  The  Comptroller  General  of  the  United  States  shall 

16  conduct  an  audit  and  evaluation  of  the  activities  of  the 

17  Board  of  Directors  described  in  each  report  submitted 

18  under  paragraph  (1),  in  accordance  with  such  regula- 

19  tions  as  the  Comptroller  General  may  prescribe.  The 

20  Comptroller  General  shall  have  access  to  such  books, 

21  records,  accounts,  and  other  materials  of  the  Board  of 

22  Directors  as  the  Comptroller  General  determines  nec- 

23  essary  to  conduct  each  such  audit  and  evaluation.  The 

24  Comptroller  General  shall  submit  to  the  Committee  on 

25  Banking,  Housing,  and  Urban  Affairs  of  the  Senate 
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1  and  the  Committee  on  Banking,  Finance  and  Urban 

2  Affairs  of  the  House  of  Representatives  a  report  set- 

3  ting  forth  the  results  of  each  such  audit  and  evaluation. 

4  "(e)    Securities    Laws    Not    Applicable  to 

5  Sales. — The  sale  of  any  loan  under  this  section  shall  be 

6  deemed  to  be  a  sale  of  exempted  securities  within  the  mean- 

7  ing  of  section  3(a)(2)  of  the  Securities  Act  of  1933  (15  U.S.C. 

8  77c(a)(2))  and  section  3(a)(12)  of  the  Securities  Exchange  Act 

9  of  1934  (15  U.S.C.  78c(a)(12)).  The  Bank  shall  file  with  the 

10  Securities  and  Exchange  Commission  such  annual  and  other 

11  reports  with  regard  to  such  securities  as  the  Commission 

12  shall  determine  to  be  appropriate  in  view  of  the  special  char- 

13  acter  of  the  Bank  and  its  operations  as  may  be  necessary  in 

14  the  public  interest  or  for  the  protection  of  investors.". 

15  TITLE  m 

16  COAST  GUARD  USER  FEES 

17  Sec.  301.  (a)  Notwithstanding  the  provisions  of  section 

18  2110  of  title  46,  United  States  Code,  the  Secretary  of  the 

19  department  in  which  the  Coast  Gruard  is  operating  (herein- 

20  after  in  this  section  referred  to  as  the  "Secretary")  shall  es- 

21  tablish  and  implement  a  system  for  the  collection,  commenc- 

22  ing  January  1,  1987,  of  $38  million  in  fiscal  year  1987  and 

23  $50  million  in  each  of  fiscal  years  1988  and  1989  in  receipts 

24  from  payments  by  users  of  services  provided  by  the  Coast 
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1  Guard,  other  than  services  associated  with  emergency  search 

2  and  rescue. 

3  (b)  The  Secretary  shall,  by  January  1,  1987,  issue  regu- 

4  lations  to  carry  out  the  provisions  of  subsection  (a)  of  this 

5  section.  Such  regulations  shall  include  a  schedule  of  fees 

6  which  shall  be  established  in  accordance  with  the  provisions 

7  of  section  9701  of  title  31,  United  States  Code. 

8  (c)(1)  The  system  established  and  implemented  under 

9  subsection  (a)  of  this  section  shall  include  collections  of 

10  payments  of — 

11  (A)  the  sale  of  Support  of  Services  Stamps,  pos- 

12  session  of  which  will  entitle  the  holder  of  such  stamps 

13  to  specified  services  without  charge;  and 

14  (B)  fees  to  be  charged  to  users  of  such  specified 

15  services  who  have  not  purchased  such  a  Support  of 

16  Services  Stamp. 

17  (2)  In  developing  such  system  and  issuing  regulations 

18  under  this  section,  the  Secretary  shall  consider  collection  of 

19  receipts  from  payments  for  nonemergency  search  and  rescue, 

20  as  well  as  other  services  provided  by  the  Coast  Guard. 

21  (d)  The  Secretary  shall,  to  the  maximum  extent  practi- 

22  cable,  ensure  that  such  system  minimizes  adverse  economic 

23  effects  upon  commercial  tovdng  services  and  other  segments 

24  of  the  maritime  industry. 
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1  (e)  The  Secretary  shall  report  to  the  Congress  on  or 

2  before  December  1,  1986,  regarding  activities  undertaken  to 

3  establish  and  implement  such  system  and  on  or  before  De- 

4  cember  1,  1987,  regarding  the  implementation  and  effects  of 

5  such  system. 

6  (f)  Nothing  in  this  section  shall  alter  or  expand  the 

7  duties  and  liability  of  the  United  States  under  existing  law  for 

8  the  performance  of  functions  for  which  fees  or  payments  are 

9  collected.  The  collection  of  such  fees  or  payments  shall  not 

10  constitute  an  express  or  implied  undertaking  by  the  United 

11  States  to  perform  any  service  or  activity  in  a  certain  manner 

12  or  to  provide  any  service  at  a  particular  time  or  place. 

13  LOAN  GUAEANTEES 

14  Sec.  302.  (a)  Section  362(b)  of  title  11,  United  States 

15  Code,  is  amended — 

16  (1)  by  striking  the  period  in  paragraph  (11)  and 

17  inserting  in  lieu  thereof  a  semicolon;  and 

18  (2)  by  adding  at  the  end  thereof  the  following: 

19  "(12)  under  subsection  (a)  of  this  section,  after  the 

20  date  which  is  90  days  after  the  filing  of  such  petition, 

21  of  the  commencement  or  continuation,  and  conclusion 

22  to  the  entry  of  final  judgment,  of  an  action  which  in- 

23  volves  a  debtor  subject  to  reorganization  pursuant  to 

24  chapter  11  of  this  title  and  which  was  brought  by  the 

25  Secretary  of  Transportation  under  the  Ship  Mortgage 

26  Act,  1920  (46  App.  U.S.C.  911  et  seq.)  (including  dis- 
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1  tribution  of  any  proceeds  of  sale)  to  foreclose  a  pre- 

2  ferred  ship  or  fleet  mortgage,  or  a  security  interest  in 

3  or  relating  to  a  vessel  or  vessel  under  construction, 

4  held  by  the  Secretary  of  Transportation  under  section 

5  207  or  title  XI  of  the  Merchant  Marine  Act,  1936  (46 

6  App.  U.S.C.  1117  and  1271  et  seq.,  respectively),  or 

7  under  applicable  State  law;  or 

8  "(13)  under  subsection  (a)  of  this  section,  after  the 

9  date  which  is  90  days  after  the  filing  of  such  petition, 

10  of  the  commencement  or  continuation,  and  conclusion 

11  to  the  entry  of  final  judgment,  of  an  action  which  in- 

12  volves  a  debtor  subject  to  reorganization  pursuant  to 

13  chapter  11  of  this  title  and  which  was  brought  by  the 

14  Secretary  of  Commerce  under  the  Ship  Mortgage  Act, 

15  1920  (46  App.  U.S.C.  911  et  seq.)  (including  distribu- 

16  tion  of  any  proceeds  of  sale)  to  foreclose  a  preferred 

17  ship  or  fleet  mortgage  in  a  vessel  or  a  mortgage,  deed 

18  of  trust,  or  other  security  interest  in  a  fishing  facility 

19  held  by  the  Secretary  of  Commerce  under  section  207 

20  or  title  XI  of  the  Merchant  Marine  Act,  1936  (46  App. 

21  U.S.C.  1117  and  1271  et  seq.,  respectively). 

22  The  provisions  of  paragraphs  (12)  and  (13)  of  this  subsection 

23  shall  apply  with  respect  to  any  such  petition  filed  on  or  before 

24  December  31,  1989.". 
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1  (b)  The  amendments  made  by  subsection  (a)  of  this  sec- 

2  tion  shall  apply  only  to  petitions  filed  under  section  362  of 

3  title  11,  United  States  Code,  which  are  made  after  August  1, 

4  1986. 

5  TITLE  IV— COMMITTEE  ON  ENERGY  AND 

6  NATUEAL  RESOUECES 

7  Subtitle  A — Department  of  Energy  Programs 

8  SEC.  401.  CRUDE  OIL  OVERCHARGE  FUNDS. 

9  (a)  Restitutionary  Amounts. — Sections  402  and 

10  403  specify  the  procedure  for  the  distribution  of  the  following 

1 1  restitutionary  amounts — 

12  (1)  amounts  held  in  escrow  on  the  date  of  enact- 

13  ment  of  this  Act,  and 

14  (2)  amounts  received  after  the  date  of  enactment 

15  of  this  Act, 

16  which  are  held  or  received  as  a  result  of  a  settlement,  order, 

17  or  judgment  (including  a  declaratory  judgment)  involving 

18  overcharges  resulting  from  alleged  crude  oil  pricing  violations 

19  under  the  Emergency  Petroleum  Allocation  Act  of  1973  or 

20  the  Economic  StabiHzation  Act  of  1970. 


21  (b)  Statute  of  Limitations. — Section  18  of  the 

22  Emergency  Petroleum  Allocation  Act  of  1973  is  amended 

23  by— 

24  (1)  inserting  the  subsection  designator  "(a)"  before 

25  "Notwithstanding";  and 
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1  (2)  adding  the  following  new  subsection: 

2  "(b)(1)  Except  as  provided  in  paragraph  (4)  of  this  sub- 

3  section,  the  commencement  of  an  enforcement  action  by  Pro- 

4  posed  Remedial  Order  or  Proposed  Order  of  Disallowance 

5  mider  section  503  of  the  Department  of  Energy  Organization 

6  Act  or  by  complaint  filed  in  a  district  court  of  the  United 
-    7  States  under  section  209  of  the  Economic  Stabilization  Act 

8  of  1970  (referred  to  in  this  subsection  as  "section  209")  shall 

9  be  barred  unless  such  action  is  filed  before  the  later  of  (A) 

10  January  1,  1987;  or  (B)  six  years  after  the  date  of  the  viola- 

11  tion  upon  which  the  action  is  based. 

12  "(2)  After  the  date  of  enactment  of  this  subsection,  and 

13  except  as  provided  in  paragraph  (4)  of  this  subsection,  an 

14  action  for  enforcement  of  an  order  that  constitutes  final 

15  agency  action  brought  by  the  United  States  or  an  officer  or 

16  agency  thereof  which  is  founded  upon  section  209  shall  be 

17  barred  unless  a  complaint  is  filed  or  an  application  for  modifi- 

18  cation  is  filed  under  section  7  of  the  Federal  Energy  Admin- 

19  istration  Act  of  1974  within  one  year  after  the  order  has  been 

20  issued  or  one  year  after  the  final  compliance  date  prescribed 

21  by  the  order,  whichever  is  later. 

22  "(3)  An  appropriate  district  court  of  the  United  States 

23  shall  have  jurisdiction  over  a  petition  for  review  brought  by  a 

24  party  subject  to  a  final  agency  action  determined  under  sec- 

25  tion  503  or  504  of  the  Department  of  Energy  Organization 
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1  Act  if  the  petition  is  filed  within  60  days  after  the  effective 

2  date  of  that  final  agency  action,  or  within  60  days  of  the  date 

3  of  enactment  of  this  subsection,  whichever  occurs  later. 

4  "(4)  In  computing  the  periods  established  in  paragraphs 

5  (1)  and  (2)  of  this  subsection,  there  shall  be  excluded  all 

6  periods — 

7  ''(A)  during  which  any  person  who  is  or  may 

8  become  the  subject  of  an  enforcement  action  is  outside 

9  the  United  States,  has  absconded  or  concealed  himself, 

10  or  is  not  subject  to  legal  process; 

11  "(B)  during  which  facts  material  to  the  enforce- 

12  ment  action  could  not,  by  reason  of  that  person's  ac- 

13  tions,  be  known; 

14  "(C)  prior  to  full  compliance  with  any  vaHd  sub- 

15  poena  or  special  report  order  issued  under  section  13 

16  of  the  Federal  Energy  Administration  Act  of  1974; 

17  "(D)  prior  to  the  issuance  of  an  order  which  con- 

18  stitutes  final  agency  action  on  a  request  for  adjustment 

19  from  any  rule,  regulation,  or  order  under  section  504 

20  of  the  Department  of  Energy  Organization  Act;  or 

21  "(E)  of  extensions,  to  which  the  President  or  the 

22  President's  delegee  and  the  person  who  is  or  may 

23  become  the  subject  of  an  enforcement  action  have  con- 

24  sented  in  writing,  prior  to  the  expiration  of  the  time 
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1  periods  prescribed  in  paragraphs  (1)  and  (2)  of  this  sub- 

2  section. 

3  "(5)  Laches  shall  be  available  as  a  defense  against  any 

4  enforcement  action  covered  by  this  subsection.". 

5  SEC.  402.  DISTRIBUTION  OF  RESTITUTIONARY  AMOUNTS. 

6  (a)  Any  of  the  restitutionary  amounts  described  in  sec- 

7  tion  401  to  which  the  Federal  Government  is  entitled  pursu- 

8  ant  to  the  express  terms  of  a  settlement,  order,  or  judgment 

9  described  in  section  401  entered  prior  to  the  date  of  enact- 

10  ment  of  this  Act  shall  be  credited  to  the  general  fund  of  the 

11  Treasury.  Nothing  in  this  subtitle  shall  affect  any  amounts  to 

12  which  persons  or  classes  of  persons  have  an  enforceable 

13  right,  created  or  vested  as  of  the  date  of  enactment  of  this 

14  Act,  pursuant  to  such  a  settlement,  order,  or  judgment,  in- 

15  eluding  the  settlement,  approved  on  July  7,  1986,  in  **In  Re: 

16  The  Department  of  Energy  Stripper  Well  Exemption  Litiga- 

17  tion,"  M.D.L.  No.  378,  in  the  United  States  District  Court 

18  for  the  District  of  Kansas. 

19  (b)  Except  as  provided  for  in  subsection  (a),  effective  on 

20  the  date  of  enactment  of  this  Act,  any  of  the  amounts  de- 

21  scribed  in  section  401  which  remain  after  the  identification  of 

22  and  restitution  to  persons  or  classes  of  persons  who  have 

23  sustained  economic  injury  shall  be  credited  to  the  general 

24  fund  of  the  Treasury. 
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1  SEC.  403.  STATE  ENERGY  CONSERVATION  PROGRAMS. 

2  (a)  Notwithstanding  subsection  402(a),  during  fiscal 

3  years  1987,  1988,  and  1989,  the  portion  of  the  restitutionary 

4  amounts  covered  by  subsection  402(a)  determined  under  sub- 

5  section  (b)  shall  be  available  to  the  Secretary  of  Energy.  In 

6  each  such  fiscal  year  the  Secretary  shall  promptly  provide  for 

7  the  disbursement  of  such  portion  to  States  for  the  energy 

8  conservation  programs  described  in  subparagraphs  155(e)(2) 

9  (A)  through  (D)  of  Public  Law  97-337. 

10  (b)  In  any  fiscal  year  the  portion  available  to  the  Secre- 

11  tary  of  Energy  under  subsection  (a)  shall  be  the  lesser  of — 

12  (1)  $256,000,000  less  any  amounts  appropriated 

13  for  such  programs  in  such  fiscal  year;  and 

14  (2)  the  total  of  the  restitutionary  amounts  under 

15  subsection  402(a). 

16  (c)  In  any  fiscal  year  the  Secretary  of  Energy  shall  dis- 

17  tribute  the  amounts  under  subsection  (b)  among  each  of  the 

18  energy  conservation  programs  in  a  manner  that  will  provide 

19  funding  for  such  fiscal  year  for  each  of  such  programs  in  the 

20  same  proportionate  amount  that  was  provided  for  each  of  the 

21  programs  by  Congress  for  fiscal  year  1986.  The  Secretary 

22  shall  then  make  available  each  amount  apportioned  for  use 

23  under  an  energy  conservation  program  for  the  Governors  of 

24  the  States  in  the  same  manner,  to  the  same  extent,  under  the 

25  same  rulings  and  regulations,  and  for  the  same  uses  that  Fed- 
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1  eral  appropriated  funds  are  made  available  to  and  used  by  the 

2  States  under  such  program  for  fiscal  year  1986. 

3  (d)  The  Secretary  of  Energy  shall  require  that  amounts 

4  made  available  to  States  under  this  section  are  used  by  the 

5  States  to  supplement  and  not  supplant  funds  otherwise  avail- 

6  able  for  energy  conservation  activities  under  Federal  or  State 

7  law. 

8  SEC.  404.  FEDERAL  ENERGY  MANAGEMENT. 

9  Section  545(a)(2)  of  the  National  Energy  Conservation 

10  Policy  Act  (42  U.S.C.  8255(a)(2)),  relating  to  Federal  energy 

11  management,  is  amended  by  striking  "marginal"  and  insert- 

12  ing  "average"  in  its  place. 

18  SEC.  405.  MANUFACTURERS  ENERGY  CONSUMPTION  SURVEY. 

14  (a)  Section  205  of  the  Department  of  Energy  Organiza- 

15  tion  Act  (42  U.S.C.  7135)  is  amended  by  adding  a  new  sub- 

16  section  after  subsection  (h)  to  read  as  follows: 

17  "(i)(l)  The  Administrator  shall  conduct  and  publish  the 

18  results  of  a  survey  of  energy  consumption  in  the  manufactur- 

19  ing  industries  in  the  United  States  on  at  least  a  triennial  basis 

20  and  in  a  manner  designed  to  protect  the  confidentiality  of 

21  individual  responses.  In  conducting  the  survey,  the  Adminis- 

22  trator  shall  collect  information  on  such  topics  as — 

23  "(A)  quantity  of  fuels  consumed, 

24  "(B)  energy  expenditures, 

25  "(C)  fuel  switching  capabilities,  and 
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1  "(D)  use  of  non-purchased  sources  of  energy,  such 

2  as  cogeneration  and  waste  by-products. 

3  "(2)  This  subsection  does  not  affect  the  authority  of  the 

4  Administrator  to  collect  data  under  section  52  of  the  Federal 

5  Energy  Administration  Act  of  1974  (15  U.S.C.  790a).". 

6  (b)  Part  E  of  title  HE  of  the  Energy  Policy  and  Conser- 

7  vation  Act  (42  U.S.C.  6341-6346)  is  hereby  repealed. 

8  SEC.  406.  CRUDE  OIL  PRODUCTION  AND  REFINING  CAPACITY 

9  IN  THE  UNITED  STATES. 

10  (a)  In  Geneeal. — (1)  The  Secretary  of  Energy,  acting 

11  with  the  Energy  Information  Administration,  shall  conduct  a 

12  study  of  domestic  crude  oil  production  and  petroleum  refining 

13  capacity  and  the  effects  of  imports  thereon  in  order  to  assist 

14  the  Congress  and  the  President  in  determining  whether  such 

15  production  and  capacity  are  adequate  to  protect  the  national 

16  security. 

17  (2)  The  study  provided  for  by  this  section  shall  be  car- 

18  ried  out  within  available  appropriations. 

19  (b)  Public  Comment. — The  Secretary  shall  provide 

20  notice  and  reasonable  opportunity  for  public  comment  with 

21  respect  to  conducting  the  study  carried  out  under  this  section. 

22  (c)  Eeporting  Date. — The  Secretary  shall,  withm  60 

23  days  of  enactment  of  this  Act,  transmit  to  the  Congress  and 

24  the  President  a  copy  of  the  findings  and  conclusions  of  the 

25  study  carried  out  under  this  section.  Such  findings  and  con- 
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1  elusions  shall  be  referred  to  the  Committee  on  Energy  and 

2  Natural  Resources  of  the  Senate  and  appropriate  authoriza- 

3  tion  committees  of  the  House  of  Representatives. 

4  (d)  Action  by  the  President. — The  President  shall, 

5  within  45  days  after  the  date  on  which  such  report  is  trans- 

6  mitted  to  him,  report  his  views  concerning  the  levels  at 

7  which  imports  of  crude  oil  and  refined  petroleum  products 

8  become  a  threat  to  the  national  security  and  advise  the  Con- 

9  gress  what  his  views  are  on  what  legislative  or  administra- 

10  tive  action,  or  both,  will  be  required  to  prevent  imports  of 

11  crude  oil  and  refined  petroleum  products  from  exceeding 

12  those  import  levels  that  threaten  out  national  security. 

13  Subtitle  B — Federal  Energy  Regulatory  Commission 

14  SEC.  411.  FERC  FEES  AND  ANNUAL  CHARGES. 

15  (a)  Authorization. — The  Federal  Energy  Regulatory 

16  Commission  shall  be  authorized  to  collect  fees  and  annual 

17  charges  as  provided  in  this  subtitle. 

18  (b)  In  General. — The  Federal  Energy  Regulatory 

19  Commission  shall  assess  and  collect  fees  and  annual  charges 

20  in  amounts  sufficient  to  reimburse  the  United  States  for  all  of 

21  the  costs  incurred  by  the  Commission, 

22  (c)  Basis  for  Assessments. — The  fees  or  annual 

23  charges  assessed  shall  be  computed  based  on  methods  that 

24  the  Commission  determines,  by  rule,  to  be  fair  and  equitable. 
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1  (d)  Use  of  Funds. — All  moneys  received  under  the 

2  provisions  of  this  section  shall  be  credited  to  the  general  fund 

3  of  the  Treasury. 

4  (e)  Waiver. — The  Commission  may,  by  rule  or  order, 

5  waive  all  or  part  of  any  fee  or  annual  charge  assessed  under 

6  this  subtitle  for  good  cause  shown. 

7  Subtitle  C — Department  of  the  Interior  Program 

8  SEC.  421.  GREAT  SWAMP  NATIONAL  WILDLIFE  REFUGE. 

9  (a)  No  later  than  60  days  after  the  enactment  of  this 

10  section,  the  Secretary  of  the  Interior  shall  appoint  an  inter- 

11  agency  task  force  to  develop  a  systematic  and  comprehensive 

12  environmental  clean-up  plan  for  the  Great  Swamp  National 

13  Wildlife  Refuge  in  New  Jersey.  Such  a  plan  shall  include, 

14  but  not  be  limited  to: 


15  (1)  the  appointment  of  appropriate  field  personnel 

16  to  direct  the  clean-up  effort; 

17  (2)  an  assessment  and  ranking  of  environmental 

18  threats  to  the  refuge  to  be  updated  as  new  information 

19  becomes  available; 

20  (3)  a  detailed  clean-up  schedule  and  work  plan  to 

21  be  updated  on  a  regular  basis;  and 

22  (4)  an  annual  report  on  the  progress  made  toward 

23  the  clean-up  effort  of  the  refuge. 

24  (b)  No  later  than  240  days  after  the  enactment  of  this 


25  section,  the  Secretary  shall  provide  the  appropriate  Commit- 
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1  tees  of  Congress  with  a  report  on  the  progress  of  establishing 

2  such  a  task  force  and  the  implementation  of  the  clean-up 

3  effort. 

4  (c)  The  development  of  the  plan  set  out  in  subsections 

5  (a)  and  (b)  shall  be  carried  out  with  unobligated  funds  avail- 

6  able  to  the  U.S.  Fish  and  Wildlife  Service. 

7  TITLE  V— COMMITTEE  ON  ENVIRONMENT  AND 

8  PUBLIC  WORKS 

9  Sec.  501.  Fees  of  the  Envieonmental  Protec- 

10  TiON  Agency. — (a)  The  Administrator  of  the  Environmental 

11  Protection  Agency  is  authorized  to  assess  and  collect  fees 

12  and  charges  for  services  and  activities  carried  out  pursuant  to 

13  the  statutes  which  are  administered  by  the  Agency  in  the 

14  amount  of  $20  million  annually  for  the  fiscal  years  1987, 

15  1988  and  1989.  The  amount  of  any  fee  or  charge  assessed 

16  pursuant  to  this  section  shall  be  estabHshed  by  rule,  after 

17  notice  and  opportunity  for  public  comment. 

18  (b)  Except  as  may  otherwise  be  specifically  provided  by 

19  law  with  regard  to  fees  and  charges,  and  their  deposit  and 

20  retention,  any  fees  and  charges  established  and  collected  by 

21  the  Administrator  of  the  Environmental  Protection  Agency 

22  pursuant  to  this  section  or  other  statutes  administered  by  the 

23  Agency  shall  be  deposited  in  a  special  fund  in  the  United 

24  States  Treasury  which  thereafter  shall  be  available  for  appro- 
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1  priation,  to  remain  available  until  expended,  to  carry  out  the 

2  Agency's  activities  for  which  the  fee  or  charge  is  made. 

3  (c)  Not  later  than  September  30,  1987,  the  Administra- 

4  tor  of  the  Environmental  Protection  Agency  shall  transmit  to 

5  the  Congress  a  report  on  the  implementation  of  this  section 

6  and  on  other  fees  and  charges  that  might  be  assessed  to 

7  defray  the  costs  of  administering  the  statutory  authorities  as- 

8  signed  to  the  Agency.  Such  report  shall  be  made  available  to 

9  organizations  representing  State  and  local  officials  who  have 

10  been  delegated  authority  to  administer  programs  under  these 

11  statutes  for  comment,  and  summaries  of  such  comments  shall 

12  be  included  in  the  report. 

13  Sec.  502.  42  U.S.C.  2213  is  amended  to  read  as 

14  follows: 

15  "SEC.  7601.  NUCLEAR  REGULATORY  COMMISSION  REVENUES. 

16  "(a)  For  fiscal  years  1987,  1988,  and  1989,  the  Nuclear 

17  Regulatory  Commission  is  authorized  to  assess  and  collect 

18  annual  charges  from  its  licensees  on  a  fiscal  year  basis  for 

19  costs  incurred  by  the  Commission  with  respect  to  such  licens- 

20  ees  in  an  amount  that,  when  added  to  other  amounts  collect- 

21  ed  by  the  Commission  for  each  such  fiscal  year  under  other 

22  provisions  of  law,  does  not  exceed  38  percent  of  the  funds 

23  appropriated  to  the  Commission  each  such  fiscal  year. 

24  "(b)  Any  such  charge  assessed  pursuant  to  this  section 

25  for  costs  incurred  by  the  Commission  with  respect  to  its  h- 
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1  censees  shall  be  reasonably  related  to  the  regulatory  service 

2  provided  by  the  Commission  for  each  such  individual  licensee 

3  and  shall  fairly  reflect  the  actual  cost  of  the  Commission  of 

4  providing  such  service  to  each  such  individual  licensee. 

5  **(c)  The  amount  of  the  charges  assessed  pursuant  to 

6  this  section  shall  be  estabhshed  by  rule,  after  reasonable  op- 

7  portunity  for  notice  and  comment  by  all  interested  persons.". 

8  Sec.  503.  Sales  of  Notes. — (a)  Notwithstanding  any 

9  other  provision  of  law,  the  Secretary  of  Commerce  shall, 

10  under  such  terms  as  the  Secretary  may  provide,  sell  defaulted 

11  notes  held  in  the  Economic  Development  Administration's 

12  Revolving  Fund  in  such  amounts  as  to  realize  net  proceeds  of 

13  not  less  than  $50,000,000  from  such  sales  during  fiscal  year 

14  1987. 

15  (b)  The  Secretary  is  authorized  to  sell  such  notes  on  a 

16  nonrecourse  basis.  The  Secretary  and  any  subsequent  pur- 

17  chaser  of  such  notes  sold  by  the  Secretary  on  a  nonrecourse 

18  basis  shall  be  relieved  of  any  responsibilities  that  might  have 

19  been  imposed,  had  the  borrower  remained  indebted  to  the 

20  Secretary. 

21  Sec.  504.  Highway  Peogeam. — (a)  There  is  author- 

22  ized  to  be  appropriated  for  Federal-aid  highways  and  high- 

23  way  safety  construction  programs  $13,082,000,000  for  each 

24  of  the  fiscal  years  ending  September  30,  1987,  1988  and 

25  1989. 
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1  (b)(1)  Notwithstanding  any  other  provisions  of  law,  the 

2  total  of  all  obligations  for  Federal-aid  highways  and  highway 

3  safety     construction     programs      shall     not  exceed 

4  $12,350,000,000  for  each  of  the  fiscal  years  ending  Septem- 

5  her  30,  1987,  1988,  and  1989.  These  limitations  shall  not 

6  apply  to  obligations  for  emergency  relief  under  section  125  of 

7  title  23,  United  States  Code,  and  projects  under  section  157 

8  of  title  23,  United  States  Code. 

9  (ii)  For  each  of  the  fiscal  years  1987,  1988  and  1989, 

10  the  Secretary  of  Transportation  shall  distribute  the  limitation 

11  imposed  by  paragraph  (i)  by  allocation  in  the  ratio  which 

12  sums  authorized  to  be  appropriated  for  Federal-aid  highways 

13  and  highway  safety  construction  which  are  apportioned  or 

14  allocated  to  each  State  for  such  fiscal  year  bears  to  the  total 

15  of  the  sums  authorized  to  appropriated  for  Federal-aid  high- 

16  ways  and  highway  safety  construction  which  are  apportioned 

17  or  allocated  to  all  the  States  for  such  fiscal  year. 

18  (iii)  During  the  period  October  1  through  December  31, 

19  1986,  no  State  shall  obligate  more  than  35  per  centum  of  the 

20  amount  distributed  to  such  State  under  paragraph  (ii)  for 

21  fiscal  year  1987,  and  the  total  of  all  State  obligations  during 

22  such  period  shall  not  exceed  25  per  centum  of  the  total 

23  amount  distributed  to  all  States  under  such  subsection  for 

24  such  fiscal  year. 
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1  (iv)  Notwithstanding  paragraph  (ii)  and  (iii),  the  Secre- 

2  tary  shall — 

3  (A)  provide  all  States  with  authority  sufficient  to 

4  prevent  lapses  of  sums  authorized  to  be  appropriated 

5  for  Federal-aid  highways  and  highway  safety  construc- 

6  tion  which  have  been  apportioned  or  allocated  to  a 

7  State; 

8  (B)  after  August  1  of  each  of  the  fiscal  years 

9  1987,  1988  and  1989  revise  a  distribution  of  the  funds 

10  made  available  under  paragraph  (ii)  for  such  fiscal  year 

11  if  a  State  will  not  obligate  the  amount  distributed 

12  during  such  fiscal  year  and  redistribute  sufficient 

13  amounts  to  those  States  able  to  obligate  amounts  in 

14  addition  to  those  previously  distributed  during  such 

15  fiscal  year  giving  priority  to  those  States  having  large 

16  unobligated  balances  of  funds  apportioned  under  section 

17  104  of  title  23,  United  States  Code,  and  giving  priority 

18  to  those  States  which,  because  of  statutory  changes 

19  made  by  the  Surface  Transportation  Assistance  Act  of 

20  1982  and  the  Federal-Aid  Highway  Act  of  1981,  have 

21  experienced  substantial  proportional  reductions  in  their 

22  apportionments  and  allocations;  and 

23  (C)  not  distribute  amounts  authorized  for  adminis- 

24  trative  expenses.  Federal  land  highways,  and  the  Stra- 

25  tegic  Highway  Research  Program. 
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1  Subtitle  A — Provisions  Relating  to  the  Medicare 

2  Program 

3  PART  1— PROVISIONS  RELATING  TO  PART  A 

4  OF  MEDICARE 

5  SEC.  601.  PAYMENTS  FOR  INPATIENT  HOSPITAL  SERVICES. 

6  (a)  Applicable  Peecentage  Inceease. — 

7  (1)  Section  1886(b)(3)(B)(i)  of  the  Social  Security 

8  Act  (42  U.S.C.  1395ww(b)(3)(B)(i))  is  amended— 

9  (A)  in  subclause  (II)  by  striking  "1987  and 

10  1988"  and  inserting  in  lieu  thereof  "1988  and 

11  1989", 

12  (B)  in  subclause  (TED  by  striking  "1989"  and 

13  inserting  in  lieu  thereof  "1990", 

14  (C)  by  redesignating  subclauses  (II)  and  (HE) 

15  as  subclauses  (HE)  and  (IV),  respectively,  and 

16  (D)  by  inserting  after   subclause   (I)  the 

17  following:  | 

18  "(ID  for  fiscal  year  198|,  IV2  percent,". 

19  (2)(A)  Section  1886(d)(3|(A)  of  such  Act  is  amend- 

20  ed  by  striking  "1985  and  1986"  and  inserting  in  lieu 

21  thereof  "1986  and  1987". 

22  (B)  Section  1886(e)(4)  of  such  Act  is  amended  by 

23  striking  "1987"  and  inserting  in  lieu  thereof  "1988". 

24  (3)(A)  In  the  case  of  a  subsection  (d)  hospital,  the 

25  amendments  made  by  paragraph  (1)  shall  apply  to  pay- 
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1  ments  made  under  section  1886(d)(l)(A)(ii)(II)  of  such 

2  Act  made  on  the  basis  of  discharges  occurring  on  or 

3  after  October  1,  1986. 

4  (B)  In  the  case  of  a  subsection  (d)  hospital,  the 

5  amendments  made  by  paragraph  (1)  shall  apply  to  pay- 

6  ments  under  section  1886(d)(l)(A)(ii)(I)  of  such  Act 

7  made  on  the  basis  of  discharges  occurring  during  a  cost 

8  reporting  period  of  a  hospital,  for  the  hospital's  cost  re- 

9  porting  periods  beginning  on  or  after  October  1,  1986. 

10  (C)  In  the  case  of  a  hospital  that  is  not  a  subsec- 

11  tion  (d)  hospital,  the  amendments  made  by  paragraph 

12  (1)  shall  apply  to  cost  reporting  periods  beginning  on 

13  or  after  October  1,  1986. 

14  (D)  For  purposes  of  this  paragraph,  the  term 

15  "subsection  (d)  hospital"  has  the  meaning  given  to 

16  such  term  in  section  1886(d)(1)(B)  of  such  Act. 

17  (b)  Outlier  Payments  for  Small  Rural  Hospi- 

18  TALS  AND  Sole  Community  Hospitals. — 

19  (1)  Section  1886(d)(5)(A)  of  the  Social  Security 

20  Act  (42   U.S.C.    1395ww(d)(5)(A))   is   amended  by 

21  adding  at  the  end  the  following  new  clause: 

22  ''(v)(I)  The  total  amount  of  the  additional  payments 


23  made  under  this  subparagraph  for  discharges  from  a  hospital 

24  described  in  subclause  (II)  may  not  be  less  than  5  percent  nor 

25  more  than  6  percent  of  the  total  payments  projected  or  esti- 
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1  mated  to  be  made  to  all  such  hospitals  based  on  DRG  pro- 

2  spective  payment  rates  for  discharges  in  that  year. 

3  "(U)  For  pm-poses  of  subclause  (I),  a  hospital  is  de- 

4  scribed  in  this  subclause  if  it  is  a  sole  community  hospital  (as 

5  defined  in  subparagraph  (C)(ii))  with  an  average  occupancy  of 

6  50  beds  or  less  for  the  most  recently  completed  Federal  fiscal 

7  year  or  a  small  nu"al  hospital  (as  described  in  section 

8  1883(b)(1)).". 

9  (2)(A)    The    Prospective   Payment  Assessment 

10  Commission  shall  include  in  its  annual  report  an  analy- 

11  sis  of  the  appropriate  thresholds  for  outHers  which  are 

12  necessary  to  ensure  that  outlier  payments  will  be  made 

13  in    accordance    with    the    requirements    of  section 

14  1886(d)(5)(A)  of  the  Social  Security  Act. 

15  (B)  Section  9113(a)  of  the  Consolidated  Omnibus 

16  Budget  Reconciliation  Act  of  1985  is  amended  by  in- 

17  serting  "and  sole  community  providers"  after  "rural 

18  hospitals  with  less  than  100  beds". 

19  (3)  The  amendment  made  by  paragraph  (1)  shall 

20  apply  to  discharges  occurring  after  September  30, 

21  1986,  and  before  the  first  October  1  that  is  more  than 

22  270  days  after  the  date  on  which  the  Secretary  of 

23  Health  and  Human  Services  submits  the  report  re- 

24  quired  under  section  9113  of  the  Consolidated  Omnibus 

25  Budget  Reconciliation  Act  of  1985. 
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1  (c)  Computing  Ueban  and  Rural  Averages. — Sec- 

2  tion  1886(d)(3)(A)  of  the  Social  Security  Act  (42  U.S.C. 

3  1395ww(d)(3)(A))  is  amended  by  adding  at  the  end  the  fol- 

4  lowing:  "With  respect  to  discharges  occurring  on  or  after 

5  October  1,  1986,  the  Secretary  shall  compute  urban  and 

6  rural  averages  on  the  basis  of  discharge  weighting  rather 

7  than  hospital  weighting,  making  appropriate  adjustments  to 

8  ensure  that  computation  on  such  basis  does  not  result  in  total 

9  payments  under  this  section  that  are  greater  or  less  than  the 

10  total  payments  that  would  have  been  made  under  this  section 

11  but  for  this  sentence,  and  making  appropriate  changes  in  the 

12  manner  of  determining  the  reductions  under  subparagraph 

13  (C)(ii).". 


14  (d)  Rural  Referral  Centers. — 

15  (1)(A)  The  criteria  estabhshed  by  the  Secretary  of 

16  Health     and     Human     Services     under  section 

17  1886(d)(5)(C)(i)  of  the  Social  Security  Act  (42  U.S.C. 

18  1395ww(d)(5)(C)(i))  shall  provide  that  a  rural  hospital 

19  that— 

20  (i)  has  a  case  mix  equal  to  or  greater  than 

21  the  median  case  mix  for  urban  hospitals  located  in 

22  the  same  census  region  or  the  Nation  (other  than 

23  hospitals  with  approved  teaching  programs), 

24  (ii)(I)  has  5,000  or  more  discharges  a  year, 

25  or 
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1  (II)  in  the  case  of  a  rural  osteopathic  hospi- 

2  tal,  meets  the  criterion  established  by  the  Secre- 

3  tary  under  such  section  with  respect  to  the  annual 

4  number  of  discharges  for  such  hospitals,  and 

5  (iii)  meets  any  other  criteria  estabhshed  by 

6  the  Secretary  under  such  section, 

7  shall  be  classified  as  a  rural  referral  center. 

8  (B)  Subparagraph  (A)  shall  apply  to  payments  for 

9  discharges  occurring  on  or  after  October  1,  1986. 

10  (2)  Any  hospital  that  is  classified  as  a  rural  refer- 

11  ral  center  under  section  1886(d)(5)(C)(i)  of  the  Social 

12  Security  Act  on  the  date  of  the  enactment  of  this  Act 

13  shall  continue  to  be  classified  as  a  rural  referral  center 

14  for  cost  reporting  periods  beginning  on  or  after 

15  October  1,  1986,  and  before  October  1,  1989. 

16  (3)  Paragraphs  (1)  and  (2)  shall  be  implemented  in 

17  a  manner  that  ensures  that  total  payments  under  sec- 

18  tion  1886  of  the  Social  Security  Act  are  not  increased 

19  or  decreased  by  reason  of  the  classifications  required 

20  by  such  paragraphs. 

21  SEC.    602.    PAYMENTS    FOR    HOSPITAL  CAPITAL-RELATED 

22  COSTS. 

23  Section  1861(v)(l)  of  the  Social  Security  Act  (42  U.S.C. 

24  1395x(v)(l))  is  amended  by  adding  at  the  end  the  following 

25  new  subparagraph: 
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1  "(R)(i)  Except  as  provided  in  clause  (ii),  in  determining 

2  the  amount  of  the  payments  that  may  be  made  under  this 

3  title  with  respect  to  the  capital-related  costs  of  inpatient  hos- 

4  pital  services  of  a  subsection  (d)  hospital  (as  defined  in  section 

5  1886(d)(1)(B)),  the  Secretary  shall  reduce  the  amounts  deter- 

6  mined  to  be  reasonable  (without  regard  to  this  subparagraph) 

7  by- 

8  "(I)  3  percent  for  cost  reporting  periods  beginning 

9  on  or  after  October  1,  1986,  and  before  October  1, 

10  1987, 

11  "(n)  5  percent  for  cost  reporting  periods  begin- 

12  ning  on  or  after  October  1,  1987,  and  before  Octo- 

13  ber  1,  1988,  and 

14  "(in)  6  percent  for  cost  reporting  periods  begin- 

15  ning  on  or  after  October  1,  1988,  and  before  Octo- 

16  ber  1,  1989. 

17  "(ii)  This  subparagraph  shall  not  apply  to  payments 

18  with  respect  to  the  capital-related  costs  of  any  hospital  that  is 

19  a    sole    community    hospital    (as    defined    in  section 

20  1886(d)(5)(C)(ii)).". 

21  SEC.  603.  CHANGES  IN  INPATIENT  HOSPITAL  DEDUCTIBLE. 

22  (a)  In  General. — Section  1813(b)  of  the  Social  Securi- 

23  ty  Act  (42  U.S.C.  1395e(b))  is  amended  to  read  as  follows: 

24  "(b)(1)  The  inpatient  hospital  deductible  shall  be  $520  in 

25  the  case  of  any  spell  of  illness  beginning  in  calendar  year 
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1  1987.  The  inpatient  hospital  deductible  for  any  spell  of  illness 

2  beginning  in  any  succeeding  year  shall  be  an  amount  equal  to 

3  the  inpatient  hospital  deductible  for  spells  of  illness  beginning 

4  in  the  preceding  calendar  year,  changed  by  the  same  percent- 

5  age  change  as  applies  for  purposes  of  DE,G  prospective  pay- 

6  ment  rates  under  section  1886(b)(3)  or  section  1886(e)(4) 

7  (whichever  is  applicable)  for  discharges  in  the  fiscal  year  that 

8  begins  on  October  1  of  such  preceding  calendar  year,  and 

9  adjusted  to  reflect  changes  in  real  case  mix  (determined  on 

10  the  basis  of  the  most  recent  case  mix  data  available).  Any 

11  amount  determined  under  the  preceding  sentence  which  is 

12  not  a  multiple  of  $4  shall  be  rounded  to  the  nearest  multiple 

13  of  $4  (or,  if  it  is  midway  between  two  multiples  of  $4,  to  the 

14  next  higher  multiple  of  $4). 

15  "(2)  The  Secretary  shall  promulgate  the  inpatient  hospi- 

16  tal  deductible  and  all  coinsurance  amounts  under  this  section 

17  between  September  1  and  September  15  of  the  year  preced- 

18  ing  the  year  to  which  they  will  apply.". 

19  (b)  Effective  Date. — The  amendment  made  by  sub- 

20  section  (a)  shall  apply  to  spells  of  illness  beginning  in  or  after 

21  calendar  year  1987. 

22  SEC.  604.  NOTICE  OF  HOSPITAL  DISCHARGE  RIGHTS;  DIS- 

23  CHARGE  PLANNING. 

24  (a)  Eequirement  for  Hospitals  To  Provide 

25  Statement. — 
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1  (1)  Section  1866(a)(1)  of  the  Social  Security  Act 

2  (42  U.S.C.  1395cc(a)(l))  is  amended— 

3  (A)  by  striking  the  "and"  inserted  at  the  end 

4  of  the  subparagraph  (I)  by  section  9122(a)  of  the 

5  Consolidated  Omnibus  Budget  Reconciliation  Act 

6  of  1985, 

7  (B)  by  striking  the  period  at  the  end  of  sub- 

8  paragraph  (J)  and  inserting  in  lieu  thereof  a 

9  comma, 

10  (C)  by  redesignating  the  subparagraph  (I)  in- 

11  serted  by  section  9403(b)  of  the  Consolidated  Om- 

12  nibus  Budget  Reconciliation  Act  of  1985as  sub- 

13  paragraph  (K)  and  by  inserting  it  after  subpara- 

14  graph  (J),  and 

15  (D)  by  inserting  "and"  at  the  end  of  sub- 

16  paragraph  (K),  as  redesignated,  and 

17  (E)  by  inserting  after  subparagraph  (K)  the 

18  following  new  subparagraph: 

19  "(L)  in  the  case  of  hospitals,  to  provide  to  each 

20  individual  who  is  entitled  to  benefits  under  part  A  (or 

21  to  a  legally  responsible  person  or  persons  acting  on  the 

22  individual's  behalf),  at  or  about  the  time  of  the  individ- 

23  ual's  admission  as  an  inpatient  to  the  hospital,  a  writ- 

24  ten  statement  (containing  such  language  as  the  Secre- 
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1  tary  prescribes  consistent  with  this  paragraph)  which 

2  explains — 

3  *'(i)  the  individual's  rights  to  benefits  for  in- 

4  patient  hospital  services   and  for  post-hospital 

5  services  under  this  title, 

6  "(ii)  the  circumstances  under  which  such  an 

7  individual  will  and  will  not  be  liable  for  charges 

8  for  continued  stay  in  the  hospital, 

9  "(iii)  the  individual's  right  to  appeal  denials 

10  of  benefits  for  continued  inpatient  hospital  serv- 

11  ices,  including  the  practical  steps  to  initiate  such 

12  an  appeal,  and 

13  "(iv)  the  individual's  liability  for  payment  for 

14  services  if  such  a  denial  of  benefits  is  upheld  on 

15  appeal.". 

16  (2)  The  Secretary  of  Health  and  Human  Services 

17  shall  first  prescribe  the  language  required  under  section 

18  1866(a)(l)(L)  of  the  Social  Security  Act  not  later  than 

19  six  months  after  the  date  of  the  enactment  of  this  Act. 

20  The  requirement  of  such  section  shall  apply  to  admis- 

21  sions  to  hospitals  occurring  on  such  date  (not  later 

22  than  60  days  after  the  date  such  language  is  first  pre- 

23  scribed)  as  the  Secretary  shall  provide. 

24  (b)  Requiring  Hospitals  To  Provide  Discharge 


25  Planning. — 
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1  (1)  Section  1861(e)(6)  of  the  Social  Security  Act 

2  (42  U.S.C.  1395x(e)(6))  is  amended— 

3  (A)  by  inserting  "(A)"  after  "(6)",  and 

4  (B)  by  inserting  before  the  semicolon  at  the 

5  end  the  following:  "and  (B)  has  in  place  a  dis- 

6  charge  planning  process  that  meets  the  require- 

7  ments  of  subsection  (ee)". 

8  (2)  Section  1861  of  such  Act  is  further  amended 

9  by  adding  at  the  end  the  following  new  subsection: 

10  "dischaege  planning  peocess 

11  "(ee)(l)  A  discharge  planning  process  of  a  hospital  shall 

12  be  considered  sufficient  if  it  is  apphcable  to  services  furnished 

13  by  the  hospital  to  individuals  entitled  to  insurance  benefits 

14  under  this  title  and  if  it  meets  the  guidelines  and  standards 

15  established  by  the  Secretary  under  paragraph  (2). 

16  "(2)  The  Secretary  shall  develop  guidelines  and  stand- 

17  ards  for  the  discharge  planning  process  in  order  to  ensure  a 

18  timely  and  smooth  transition  to  the  most  appropriate  type  of 

19  and  setting  for  post-hospital  or  rehabilitative  care.  The  guide- 

20  lines  and  standards  shall  include  the  following: 

21  *'(A)  The  hospital  must  identify,  at  an  early  stage 

22  of  hospitalization,  those  patients  who  are  likely  to 

23  suffer  adverse  health  consequences  upon  discharge  in 

24  the  absence  of  adequate  discharge  planning. 

25  "(B)  The  hospital  must  provide  a  discharge  plan- 

26  ning  evaluation  for  patients  identified  under  subpara- 
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1  graph  (A)  and  for  other  patients  upon  the  request  of 

2  the   patient,    patient's    representative,    or  patient's 

3  physician. 

4  "(C)  Any  discharge  planning  evaluation  must  be 

5  made  on  a  timely  basis  to  ensure  that  appropriate  ar- 

6  rangements  for  post-hospital  care  will  be  made  before 

7  discharge  and  to  avoid  unnecessary  delays  in  discharge. 

8  "(D)  A  discharge  planning  evaluation  must  in- 

9  elude  an  evaluation  of  a  patient's  likely  need  for  appro- 

10  priate  post-hospital  services  and  the  availability  of 

11  those  services. 

12  "(E)  The  results  of  a  discharge  planning  evalua- 

13  tion  must  be  made  available  to  the  patient  (or  the  pa- 

14  tient's  representative)  and  the  patient's  physician  for 

15  use  in  establishing  an  appropriate  discharge  plan. 

16  "(F)  Upon  the  request  of  a  patient's  physician,  the 

17  hospital  must  arrange  for  the  development  and  uiitial 

18  implementation  of  a  discharge  plan  for  the  patient. 

19  "(G)  Any  discharge  planning  evaluation  or  dis- 

20  charge  plan  required  imder  this  paragraph  must  be  de- 

21  veloped  by,  or  under  the  supervision  of,  a  registered 

22  professional  nurse,  social  worker,  or  other  appropriate- 

23  ly  qualified  personnel.". 

24  (3)  The  second  sentence  of  section  1865(a)  of  such 

25  Act  (42  U.S.C.  1395bb(a))  is  amended— 
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1  (A)  by  inserting  "or,  (3)  requires  a  discharge 

2  planning  process  (or  imposes  another  requirement 

3  which  serves  substantially  the  same  purpose)," 

4  after  "the  same  purpose"  the  second  place  it 

5  appears,  and 

6  (B)  by  striking  "or  1861(e)(8)"  and  inserting 

7  m  lieu  thereof  "1861(e)(8),  or  1861(ee)". 

8  (4)  The  requirements  of  section  1861(ee)  of  the 

9  Social  Security  Act  shall  become  effective  one  year 

10  after  the  date  of  the  enactment  of  this  Act. 

11  (c)      Establishment  of  Demonsteation 

12  Peoject. — 

13  (1)(A)  The  Secretary  of  Health  and  Human  Serv- 

14  ices  (in  this  subsection  referred  to  as  the  "Secretary") 

15  shall  develop  and  carry  out  a  demonstration  project  to 

16  determine  whether  prior  and  concurrent  authorization 

17  for  skilled  nursing  facility  services  and  home  health 

18  services,  when  used  in  place  of  the  current  medicare 

19  waiver  of  liability  for  skilled  nursing  facilities  and  home 

20  health  agencies,  will  protect  beneficiaries  against  liabil- 

21  ities  incurred  as  a  result  of  claim  denials. 

22  (B)  The  Secretary  shall  monitor  the  acceptance  of 

23  individuals  entitled  to  benefits  under  title  XV  ILL  of  the 

24  Social  Security  Act  by  providers  to  ensure  that  the 
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1  placement  of  such  individuals  is  not  delayed  until  the 

2  results  of  prior  and  concurrent  review  are  known. 

3  (2)  The  demonstration  project  shall  be  initiated 

4  not  later  than  January  1,  1987,  and  shall  contmue  for 

5  not  more  than  two  years. 

6  (3)  The  Secretary  may  require  providers  partici- 

7  pating  in  the  demonstration  project  to  submit  such  in- 

8  formation  as  the  Secretary  determines  necessary  to 

9  evaluate  the  project. 

10  (4)  Not  later  than  April  2,  1988,  the  Secretary 

11  shall  report  on  the  results  of  the  demonstration  project 

12  to  the  Committee  on  Ways  and  Means  of  the  House  of 

13  Eepresentatives  and  the  Committee  on  Finance  of  the 

14  Senate. 

15  PART  2— PROVISIONS  RELATING  TO  PARTS 

16  A  AND  B  OF  MEDICARE 

17  SEC.  611.  MEDICARE  AS  SECONDARY  PAYER;  COVERAGE  RE- 

18  QUIREMENTS  FOR  CERTAIN  OTHER  PAYERS. 

19  (a)  Repeal. — Section  1862(b)  of  the  Social  Security 

20  Act  (42  U.S.C.  1395y(b))  is  repealed. 

21  (b)    Coverage    Requirements;    Medicare  as 

22  Second  Payer. — Title  XVm  of  such  Act  is  amended  by 

23  adding  at  the  end  the  following: 
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1  "medicaee  as  secondaey  payer;  coverage 

2  requirements  for  certain  other  payers 

3  "Sec.  1890.  (a)(1)  A  workers'  compensation  law  or  plan 

4  of  the  United  States  or  of  a  State,  an  automobile  or  liability 

5  insm'ance  policy  or  plan  (including  a  self-insured  plan),  and 

6  no  fault  insurance  may  not  take  into  account  that  an  individ- 

7  ual  is  eligible  for  or  receives  benefits  under  this  title. 

8  "(2)(A)  A  group  health  plan  may  not  take  into  account 

9  that  an  individual  who  is  entitled  to  benefits  under  this  title 

10  solely  by  reason  of  section  226A  is  eligible  for  or  receives 

11  benefits  under  this  title  during  the  12-month  period  that 

12  begins  with  the  earlier  of  (i)  the  month  in  which  a  regular 

13  course  of  renal  dialysis  is  initiated,  or  (ii)  in  the  case  of  an 

14  individual  who  receives  a  kidney  transplant,  the  first  month 

15  m  which  he  would  be  eligible  for  benefits  under  this  title  (if 

16  he  had  filed  an  application  for  such  benefits)  under  the  provi- 

17  sions  of  section  226A(b)(l)(B). 

18  "(B)  A  group  health  plan  may  not  differentiate  in  the 

19  benefits  it  provides,  in  the  premiums  it  charges,  or  in  any 

20  other  manner  between  individuals  who  have  end  stage  renal 

21  disease  and  other  individuals,  except  that  the  plan  may  take 

22  into  account  entitlement  to  benefits  under  this  title  to  the 

23  extent  permitted  under  subparagraph  (A). 

24  "(3)(A)  A  large  group  health  plan  may  not  take  into 

25  account  that  an  active  individual  (other  than  an  individual 


•S  2706  PCS 


41 

1  described  in  paragraph  (2)(A))  is  eligible  for  or  receives  bene- 

2  fits  under  this  title. 

3  "(B)  A  large  group  health  plan  may  not  differentiate  on 

4  the  basis  of  age  in  the  benefits  it  provides,  in  the  premiums  it 

5  charges,  or  in  any  other  manner  between  active  individuals 

6  who  have  attained  age  65  and  other  active  individuals. 

7  *'(4)  The  preceding  paragraphs  create  a  private  cause  of 

8  action  for  which  damages  shall  be  doubled. 

9  "(5)  For  purposes  of  this  subsection — 

10  "(A)  the  term  'group  health  plan'  means  a  plan 

11  contributed  to  by  an  employer  or  employee  organiza- 

12  tion  (including  a  self-insured  plan)  to  provide  health 

13  care  (directly  or  otherwise)  to  the  employees,  former 

14  employees,  the  employer,  others  associated  or  formerly 

15  associated  with  the  employer  in  a  business  relationship, 

16  or  their  families, 

17  "(B)  the  term  'large  group  health  plan'  means  a 

18  group  health  plan  that  covers  employees  of  at  least  one 

19  employer  that  normally  employed  at  least  20  employ- 

20  ees  on  a  t3^ical  business  day  during  the  previous  cal- 

21  endar  year,  and 

22  "(C)  the  term  'active  individual'  means  an  em- 

23  ployee  (as  defined  in  regulations),  a  former  employee 

24  under  age  65,  the  employer,  an  individual  associated 

25  with  the  employer  in  a  business  relationship,  an  indi- 
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1  vidual  under  age  65  formerly  associated  with  the  em- 

2  ployer  in  a  business  relationship,  or  a  member  of  the 

3  family  of  any  of  those  persons. 

4  "(b)(1)  Payment  may  not  be  made  under  this  title  with 

5  respect  to  any  item  or  service  to  the  extent  that  payment  has 

6  been  made,  or  can  reasonably  be  expected  to  be  made,  with 

7  respect  to  the  item  or  service  as  required  under  subsection 

8  (a).  Any  payment  under  this  title  with  respect  to  the  item  or 

9  service  shall  be  conditioned  on  reimbursement  to  the  appro- 

10  priate  Trust  Fund  established  by  this  title.  In  order  to  recov- 

11  er  payment  made  under  this  title  for  the  item  or  service,  the 

12  United  States  may  bring  an  action  against  any  entity  which 

13  is  required  under  subsection  (a)  to  pay  with  respect  to  the 

14  item  or  service  (and  may  collect  double  damages  against  that 

15  entity),  or  against  any  other  entity  that  has  received  payment 

16  from  that  entity  with  respect  to  the  item  or  service,  and  may 

17  join  or  intervene  in  any  action  related  to  the  events  that  gave 

18  rise  to  the  need  for  the  item  or  service.  The  United  States 

19  shall  be  subrogated  (to  the  extent  of  payment  made  under 

20  this  title  for  an  item  or  service)  to  any  right  under  subsection 

21  (a)  of  an  individual  or  any  other  entity  to  payment  with  re- 

22  spect  to  the  item  or  service.  The  Secretary  may  waive  (in 

23  whole  or  in  part)  the  provisions  of  this  paragraph  in  the  case 

24  of  an  individual  claim  if  the  Secretary  determines  that  the 
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2  under  this  title. 

3  "(2)  If  payment  required  under  subsection  (a)  is  less 

4  than  the  amount  of  the  charge  for  the  item  or  service  and  is 

5  not  pa3niient  in  full,  payment  may  be  made  under  this  title 

6  (vdthout  regard  to  deductibles  and  coinsurance  under  this 

7  title)  for  the  remainder  of  the  charge,  but — 


8  "(A)  payment  under  this  title  may  not  exceed  an 

9  amount  that  would  be  payable  under  this  title  for  the 

10  item  or  service  in  the  absence  of  the  payment  required 

11  under  subsection  (a),  and 

12  "(B)  payment  under  this  title,  when  combined 

13  with  the  amount  payable  under  subsection  (a),  may  not 

14  exceed — 

15  "(i)  in  the  case  of  an  item  or  service  for 

16  which  payment  is  determined  under  this  title  on 

17  the  basis  of  reasonable  cost  (or  other  cost-related 

18  basis)  or  under  section  1886,  the  amount  that 

19  would  be  payable  under  this  title  on  that  basis, 

20  and 

21  "(ii)  in  the  case  of  an  item  or  service  for 

22  which  payment  is  determined  under  this  title  on 

23  another  basis,  the  greater  of  the  amount  that 

24  would  be  payable  under  subsection  (a)  (without 

25  regard  to  deductibles  and  coinsurance)  and  the 
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1  reasonable  charge  or  other  amount  that  would  be 

2  payable  under  this  title  (without  regard  to  deduc- 

3  tibles  and  coinsurance  under  this  title).". 

4  (c)  Special  Eneollment  Period. — 

5  (1)  Section  1837(i)(l)  of  such  Act  (42  U.S.C. 

6  1395p(i)(l))  is  amended— 

7  (A)  by  striking  subparagraph  (A), 

8  (B)  in  subparagraph  (B),  by  striking  **a  group 

9  health  plan  described  in  section  1862(b)(3)(A)(iv) 

10  by  reason  of  the  individual's  (or  the  individual's 

11  spouse's)  current  employment"  and  inserting  in 

12  lieu  thereof  "a  group  health  plan  as  an  active  ui- 

13  dividual  (as  those  terms  are  defined  in  section 

14  1890(a)(5))",  and 

15  (C)  by  redesignating  subparagraphs  (B)  and 

16  (C)  as  subparagraphs  (A)  and  (B),  respectively. 

17  (2)  Section  1837(i)(2)  of  such  Act  (42  U.S.C. 

18  1395p(i)(2))  is  amended— 

19  (A)  by  striking  subparagraph  (A), 

20  (B)   in    subparagraph    (B)(ii),    by  striking 

21  "(1)(B)"  and  inserting  in  lieu  thereof  "(1)(A)", 

22  (C)  in  subparagraph  (C),  by  striking  "a  group 

23  health  plan  described  in  section  1862(b)(3)(A)(iv) 

24  by  reason  of  the  individual's  (or  the  individual's 

25  spouse's)  current  employment"  and  inserting  in 
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1  lieu  thereof  "a  group  health  plan  as  an  active  in- 

2  dividual  (as  those  terms  are  defined  in  section 

3  1890(a)(5))",  and 

4  (D)    by    redesignating    subparagraphs  (B) 

5  through  (D)  as  subparagraphs  (A)  through  (C), 

6  respectively. 

7  (3)  Section  1837(i)(3)  of  such  Act  (42  U.S.C. 

8  1395p(i)(3))  is  amended  by  striking  "a  group  health 

9  plan  described  in  section  1862(b)(3)(A)(iv)  by  reason  of 

10  current  employment"  and  inserting  in  lieu  thereof  "a 

11  group  health  plan  as  an  active  individual  (as  those 

12  terms  are  defined  in  section  1890(a)(5))". 

13  (4)  The  second  sentence  of  section  1839(b)  of  such 

14  Act  (42  U.S.C.  1395r(b))  is  amended  by  striking  "has 

15  attained  the  age  of  65  and  for  which  the  individual  can 

16  demonstrate  that  the  individual  was  enrolled  in  a  group 

17  health  plan  described  in  section  1862(b)(3)(A)(iv)  by 

18  reason  of  the  individual's  (or  the  individual's  spouse's) 

19  current  employment"  and  inserting  in  lieu  thereof  "can 

20  demonstrate  that  the  individual  was  enrolled  in  a  group 

21  health  plan  as  an  active  individual  (as  those  terms  are 

22  defined  in  section  1890(a)(5))". 

23  (d)  Tax  Imposed  on  Nonconforming  Plans. — 
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1  (1)  Subtitle  D  of  the  Internal  Revenue  Code  of 

2  1954  (relating  to  miscellaneous  excise  taxes)  is  amend- 

3  ed  by  adding  at  the  end  the  following  new  chapter: 

4  "CHAPTER  47— CERTAIN  GROUP  HEALTH 

5  PLANS 

"Sec.  5000.  Certain  group  health  plans. 

6  "SEC.  5000.  CERTAIN  GROUP  HEALTH  PLANS. 

7  "(a)  Imposition  of  Tax. — There  is  hereby  imposed  on 

8  any  employer  or  employee  organization  that  contributes  to  a 

9  nonconforming  group  health  plan  a  tax  equal  to  25  percent  of 

10  the  employer's  or  employee  organization's  expenses  incurred 

1 1  during  the  calendar  year  for  each  group  health  plan  to  which 

12  the  employer  or  employee  organization  contributes. 

13  "(h)  Group  Health  Plan. — For  purposes  of  this  sec- 

14  tion,  the  term  'group  health  plan'  means  a  plan  contributed  to 

15  by  an  employer  or  employee  organization  (including  a  self- 

16  insured  plan)  to  provide  health  care  (directly  or  otherwise)  to 

17  the  employees,  former  employees,  the  employer,  others  asso- 

18  ciated  or  formerly  associated  with  the  employer  in  a  business 

19  relationship,  or  their  families. 

20  "(c)  Nonconforming  Group  Health  Plan. — For 

21  purposes  of  this  section,  the  term  'nonconforming  group 

22  health  plan'  means  a  group  health  plan  that  at  any  time 

23  during  a  calendar  year  does  not  comply  with  the  require- 

24  ments  of  section  1890(a)(2)  of  the  Social  Security  Act,  as  in 
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1  effect  on  the  date  of  the  enactment  of  this  subsection,  or  if  a 

2  large  group  health  plan  (as  defmed  in  section  1890(a)(5)(B)  of 

3  such  Act),  with  the  requirements  of  section  1890(a)(3)  of  such 

4  Act. 

5  **(d)  Government  Entities. — For  purposes  of  this 

6  section,  the  term  'employer'  does  not  include  a  Federal  or 

7  other  governmental  entity.". 

8  (2)  The  table  of  chapters  of  subtitle  D  of  such 

9  Code  is  amended  by  adding  at  the  end  thereof  the 

10  following: 

"Chaptee  47.  Certain  group  health  plans.". 

11  (e)  Medicaid  Payments. — Section  1903  of  the  Social 

12  Security  Act  (42  U.S. C.  1396b)  is  amended  by  addmg  at  the 

13  end  the  following: 

14  "(v)  The  Secretary  shall  reduce  the  amount  payable 

15  under  this  section  to  a  State  for  a  quarter  by  25  percent  of 

16  the  amount  of  the  expenses  incurred  by  the  State  (or  by  a 

17  State  or  local  governmental  entity)  during  that  quarter  for 

18  each  group  health  plan  (as  defined  in  section  1890(a)(5)(A))  to 

19  which  the  State  (or  a  State  or  local  governmental  entity) 

20  contributes  if  any  such  plan  at  any  time  during  that  quarter 

21  does  not  comply  with  the  requirements  of  section  1890(a)(2), 

22  or,  if  a  large  group  health  plan  (as  defined  in  section 

23  1890(a)(5)),  with  the  requirements  of  section  1890(a)(3).". 

24  (f)  Repeal.— 
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1  (1)  Section  4(g)  of  the  Age  Discrimination  in  Em- 

2  ployment  Act  of  1967  (29  U.S.C.  623(g))  (relating  to 

3  entitlement  to  coverage  under  the  group  health  plan)  is 

4  repealed. 

5  (2)  Section  12(a)  of  such  Act  (29  U.S.C.  631(a))  is 

6  amended  by  striking  "(except  the  provisions  of  section 

7  4(g))". 

8  (g)  Effective  Dates. — 

9  (1)  The  amendments  made  by  subsections  (a),  (b), 

10  and  (d)  through  (f)  shall  apply  to  items  and  services 

11  furnished  in  calendar  quarters  beginning  on  or  after 

12  October  1,  1986. 

13  (2)  The  amendments  made  by  subsection  (c)  shall 

14  apply  to  enrollments  occurring  on  or  after,  and  premi- 

15  ums  for  months  beginning  on  or  after,  October  1, 

16  1986. 

17  SEC.  612.  PAYMENT  OF  MEDICARE  CLAIMS. 

18  (a)  Payments  Undee  Part  A. — Section  1816(c)  of 

19  the  Social  Security  Act  (42  U.S.C.  1395h(c))  is  amended— 

20  (1)  by  inserting  "(1)"  after  "(c)",  and 

21  (2)  by  adding  at  the  end  the  following  new 

22  paragraph: 

23  "(2)(A)  Each  agreement  under  this  section  shall  provide 

24  that  payment  shall  be  issued,  mailed,  or  otherwise  transmit- 
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1  ted  with  respect  to  not  less  than  95  percent  of  all  claims 

2  submitted  under  this  part — 

3  *'(i)  which  are  clean  claims,  and 

4  "(ii)  for  which  payment  is  not  made  on  a  periodic 

5  interim  payment  basis, 

6  within  24  calendar  days  after  the  date  on  which  the  claim  is 

7  received. 

8  "(B)  In  this  paragraph,  the  term  'clean  claim'  means  a 

9  claim  which  meets  the  requirements  of  section  1814(a)(1)  and 

10  any  other  requirements  of  this  title  for  payment  under  this 

11  part.". 

12  (b)  Payments  Under  Part  B. — Section  1842(c)  of 

13  the  Social  Security  Act  (42  U.S.C.  1395u(c))  is  amended — 

14  (1)  by  inserting  "(1)"  after  "(c)",  and 

15  (2)  by  adding  at  the  end  the  following  new 

16  paragraph: 

17  "(2)(A)  Each  contract  under  this  section  which  provides 

18  for  the  disbursement  of  funds,  as  described  in  subsection 

19  (a)(1)(B),  shall  provide  that  payment  shall  be  issued,  mailed, 

20  or  otherwise  transmitted  with  respect  to  not  less  than  95 

21  percent  of  all  claims  submitted  under  this  part — 

22  "(i)  which  are  clean  claims,  and 

23  *'(ii)  for  which  payment  is  not  made  on  a  periodic 

24  interim  payment  basis, 
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1  within  24  calendar  days  after  the  date  on  which  the  claim  is 

2  received. 

3  "(B)  In  this  paragraph,  the  term  'clean  claim'  means  a 

4  claim  which  meets  the  requirements  of  this  title  for  pajnnent 

5  under  this  part.". 

6  (c)  Peeiodic  Interim  Payments;  Payment  of 

7  Interest. — 

8  (1)  Section  1815  of  the  Social  Security  Act  (42 

9  U.S.C.  1395g)  is  amended  by  adding  at  the  end  the 

10  following  new  subsection: 

11  "(e)(1)  If  for  three  consecutive  calendar  months,  an 

12  agency  or  organization  with  an  agreement  with  the  Secretary 

13  under  section  1816 — 

14  "(A)  meets  the  requirements  of  subsection  (c)(2)  of 

15  such  section,  and 

16  "(B)  maintains  an  average  payment  time  for 

17  claims  submitted  with  respect  to  individuals  entitled  to 

18  benefits  under  this  part  that  is  not  greater  than  its 

19  average  payment  time  for  such  claims  during  the  first 

20  six  months  of  calendar  year  1986, 

21  the  Secretary  shall  discontinue  periodic  interim  pa3nnents 

22  (under  42  C.F.R.  405.454(j))  with  respect  to  all  providers  of 

23  services  (other  than  providers  of  the  type  described  in  para- 

24  graph  (3))  paid  through  the  agency  or  organization  until  such 

25  time  as  the  agency  or  organization  fails  to  meet  the  require- 
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1  ments  specified  in  subparagraph  (A)  or  fails  to  maintain  the 

2  average  payment  time  specified  in  subparagraph  (B)  for  three 

3  consecutive  calendar  months. 

4  "(2)  If  for  three  consecutive  calendar  months,  an  agency 

5  or  organization  with  an  agreement  with  the  Secretary  under 

6  section  1816— 

7  "(A)  fails  to  meet  the  requirements  of  subsection 

8  (c)(2)  of  such  section,  or 

9  "(B)  fails  to  maintain  an  average  payment  time 

10  for  claims  submitted  with  respect  to  individuals  entitled 

11  to  benefits  under  this  part  that  is  not  greater  than  its' 

12  average  payment  time  for  such  claims  during  the  first 

13  six  months  of  calendar  year  1986, 

14  the  Secretary  shall  provide  for  periodic  interim  payments 

15  with  respect  to  all  subsection  (d)  hospitals  (as  defined  in  sec- 

16  tion  1886(d)(1)(B))  that  request  such  payments  and  that  are 

17  paid  through  the  agency  or  organization  until  such  time  as 

18  the  agency  or  organization  meets  the  requirements  specified 

19  in  subparagraph  (A)  and  maintains  the  average  payment  time 

20  specified  in  subparagraph  (B)  for  three  consecutive  calendar 

21  months. 

22  *'(3)  Notwithstanding  paragraphs  (1)  and  (2),  the  Secre- 

23  tary  shall  not  discontinue  periodic  interim  payments  (under 

24  42  C.F.R.  405.454(j))  with  respect  to  inpatient  hospital  serv- 

25  ices  of  a  hospital  that  is  not  a  subsection  (d)  hospital  (as  de- 
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1  fined  in  section  1886(d)(1)(B)),  skilled  nursing  facility  serv- 

2  ices,  or  home  health  services  if  the  provider  of  such  services 

3  elects  to  receive,  and  qualifies  for,  such  payments.". 

4  (2)  Section  1842  of  such  Act,  as  amended  by  sub- 

5  section  (b),  is  further  amended  by  adding  at  the  end  the 

6  following  new  paragraph: 

7  *'(3)(A)  If  payment  is  not  issued,  mailed,  or  otherwise 

8  transmitted  withui  24  days  after  a  clean  claim  (as  defined  in 

9  paragraph  (2)(B))  is  received,  uiterest  shall  be  paid  at  the  rate 

10  used  for  purposes  of  section  3902(a)  of  title  31,  United  States 

11  Code  (relating  to  interest  penalities  for  failure  to  make 

12  prompt  payments)  for  the  period  beginning  on  the  day  after 

13  the  required  payment  date  and  ending  on  the  date  on  which 

14  payment  is  made. 

15  '*(B)  Notwithstanding  subparagraph  (A),  if  payment  is 

16  issued,  mailed,  or  otherwise  transmitted  within  40  days  with 

17  respect  to  a  clean  claim  submitted  during  the  12-month 

18  period  beginning  October  1,  1986,  no  interest  shall  be  pay- 

19  able  with  respect  to  such  claim.". 

20  (d)  Effective  Date. — 

21  (1)  The  amendments  made  by  this  section  shall 

22  apply  to  claims  received  on  or  after  October  1,  1986. 

23  (2)  The  Secretary  of  Health  and  Human  Services 

24  shall  provide  for  such  timely  amendments  to  agree- 

25  ments  under  section  1816  of  the  Social  Security  Act 
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1  and  contracts  under  section  1842  of  such  Act,  and  reg- 

2  ulations,  to  such  extent  as  may  be  necessary  to  imple- 

3  ment  the  provisions  of  this  Act  on  a  timely  basis. 

4  SEC.  613.  PAYMENTS  FOR  HOME  HEALTH  SERVICES. 

5  (a)  Limitations  on  Payment  foe  Home  Health 

6  Seevices. — Section  1861(u)(l)(L)  of  the  Social  Security  Act 

7  (42  U.S.C.  1395x(u)(l)(L))  is  amended— 

8  (1)  by  inserting  "(i)"  after  "(L)",  and 

9  (2)  by  striking  "the  75th  percentile"  and  all  that 

10  follows  through  "as  the  Secretary  may  determine." 

11  and  inserting  in  lieu  thereof  "for  cost  reporting  periods 

12  beginning  on  or  after — 

13  "(D  July  1,  1985,  and  before  July  1,  1986, 

14  120  percent, 

15  "(n)  July  1,  1986,  and  before  July  1,  1987, 

16  115  percent,  or 

17  "OH)  July  1,  1987,  112  percent, 

18  of  the  mean  of  the  labor-related  and  nonlabor  per  visit  costs 

19  for  free  standing  home  health  agencies. 

20  "(ii)  Effective  for  cost  reporting  periods  beginning  on  or 

21  after  October  1,  1986,  such  limitations  shall  be  applied  on  an 

22  aggregate  basis  for  the  agency,  rather  than  on  a  discipline 

23  specific  basis,  with  appropriate  adjustment  for  administrative 

24  and  general  costs  of  hospital-based  agencies.". 
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1  (b)  GAO  Report. — The  Comptroller  General  shall 

2  study  and  report  to  Congress,  not  later  than  September  1, 

3  1987,  on  the  appropriateness  of  applying  the  per  visit  cost 

4  limits  for  home  health  services  under  the  medicare  program 

5  on  a  discipline-specific  basis,  rather  than  on  an  aggregate 

6  basis  for  all  home  health  services  furnished  by  an  agency. 

7  SEC.  614.  MODIFICATION  OF  WAIVER  OF  LIABILITY  AND 


8  APPEAL    PROVISIONS    RELATING    TO  HOME 

9  HEALTH  SERVICES. 

10  (a)  Waiver  of  Liability. — 

11  (1)  Section  1879  of  the  Social  Security  Act  (42 

12  U.S.C.  1395pp)  is  amended— 

13  (A)  in  subsection  (a)(1),  by  inserting  "or  by 

14  reason  of  a  coverage  denial  described  in  subsec- 

15  tion  (f)"  after  "section  1862(a)  (1)  or  (9)"; 

16  (B)  in  the  first  sentence  of  subsection  (a),  by 

17  inserting  "and  as  though  the  coverage  denial  de- 

18  scribed  in  subsection  (f)  had  not  occurred"  before 

19  the  period  at  the  end; 

20  (C)  in  the  third  sentence,  by  inserting  "or  by 

21  reason  of  a  coverage  denial  described  in  subsec- 

22  tion  (f)"  after  "section  1862(a)  (1)  or  (9)"; 

23  (D)  in  subsection  (c),  by  inserting  "or  by 

24  reason  of  a  coverage  denial  described  in  subsec- 

25  tion  (f)"  after  "section  1862  (a)(1)  or  (a)(9)";  and 
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1  (E)  by  adding  at  the  end  the  following  new 

2  subsection: 

3  "(f)  The  coverage  denial  described  in  this  subsection  is, 

4  with  respect  to  the  provision  of  home  health  services  to  an 

5  individual,  a  failure  to  meet  the  requirements  of  section 

6  1814(a)(2)(C)  or  1835(a)(2)(A)  in  that  the  individual— 

7  *'(1)  is  not  or  was  not  confined  to  his  home,  or 

8  "(2)  does  not  or  did  not  need  skilled  nursing  care 

9  on  an  intermittent  basis.". 

10  (2)  Not  later  than  July  1,  1987,  the  Secretary  of 

11  Health  and  Human  Services  shall  publish  in  the  Feder- 

12  al  Register  final  regulations  specifying  the  criteria  in 

13  effect  on  January  1,  1986,  that  were  used  in  determin- 

14  ing  under  sections  1814(a)(2)(C)  and  1835(a)(2)(A)  of 

15  the  Social  Security  Act  whether  an  individual — 

16  (A)  is  or  was  confined  to  his  home,  and 

17  (B)  does  or  did  need  skilled  nursing  care  on 

18  an  intermittent  basis. 

19  (b)  Permitting  Review  of  Technical  Denials. — 

20  Section  1869  of  such  Act  (42  U.S.C.  1395ff)  is  amended— 

21  (1)  in  subsection  (a),  by  inserting     the  amount  of 

22  benefits  with  respect  to  home  health  services  under 

23  part  B,  and  any  other  determination  with  respect  to  a 

24  claim  for  benefits  under  part  A"  after  "part  A,",  and 

25  (2)  in  subsection  (b)(1)— 
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1  (A)  by  inserting     or"  at  the  end  of  subpara- 

2  graph  (C),  and 

3  (B)  by  inserting  after  subparagraph  (C)  the 

4  following  new  subparagraph: 

5  "(D)  any  other  denial  (other  than  under  part  B  of 

6  title  XI)  of  a  claim  for  benefits  under  part  A  or  a  claim 

7  for  benefits  with  respect  to  home  health  services  under 

8  partB,". 

9  (c)  Effective  Date. — The  amendments  made  by  sub- 

10  sections  (a)  and  (b)  shall  apply  to  coverage  denials  occurring 

11  on  or  after  July  1,  1987. 

12  SEC.  615.  PROVIDER  REPRESENTATION  OF  BENEFICIARIES  ON 

13  APPEALS. 

14  (a)  Peemitting  Peovidek  Bepresentation  of 


15  Beneficiaeies. — Section  1869(b)(1)  of  the  Social  Security 

16  Act  (42  U.S.C.  1395ff(b)(l))  is  amended  by  adding  at  the  end 

17  the  following  new  sentence:  "Sections  206(a),  1102,  and 

18  1871  shall  not  be  construed  as  authorizing  the  Secretary  to 

19  prohibit  an  individual  from  being  represented  under  this  sub- 

20  section  by  a  person  that  furnishes  or  supplies  the  individual, 

21  directly  or  indirectly,  with  services  or  items  solely  on  the 

22  basis  that  the  person  furnishes  or  supplies  the  individual  with 

23  such  a  service  or  item.  No  person  that  furnishes  services  or 

24  items  to  an  individual  and  represents  the  individual  under  this 
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1  subsection  may  impose  any  financial  liability  on  such  individ- 

2  ual  in  connection  with  such  representation.". 

3  (b)   Treatment   of   Costs   of  Unsuccessful 

4  Appeal.— Section   1861(v)(l)  of  such  Act  (42  U.S.C. 

5  1395x(v)(l)),  as  amended  by  section  602  of  this  Act,  is  fur- 

6  ther  amended  by  adding  at  the  end  the  following  new  sub- 

7  paragraph: 

8  *'(S)  In  determining  such  reasonable  cost,  costs  incurred 

9  by  a  provider  of  services  representing  a  beneficiary  in  an  un- 

10  successful  appeal  of  a  determination  described  in  section 

11  1869(b)  shall  not  be  allowable  as  reasonable  costs.". 

12  (c)  Effective  Date. — The  amendments  made  by  this 

13  section  take  effect  on  the  date  of  the  enactment  of  this  Act. 

14  SEC.  616.  ESTABLISHMENT  OF  PATIENT  OUTCOME  ASSESS- 

15  MENT  PROJECT. 

16  (a)  In  General. — Section  1875  of  the  Social  Security 

17  Act  (42  U.S.C.  139511)  is  amended  by  adding  at  the  end  the 

18  following  new  subsection: 

19  **(c)(l)  The  Secretary,  through  the  Assistant  Secretary 

20  for  Planning  and  Evaluation,  shall  establish  a  patient  out- 

21  come  assessment  project  (in  this  subsection  referred  to  as  the 

22  'project')  to  promote  research  with  respect  to  patient  out- 

23  comes  of  selected  medical  treatments  and  surgical  procedures 

24  for  the  purpose  of  assessing  their  appropriateness,  necessity, 

25  and  effectiveness.  The  project  shall  include — 
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1  "(A)  reorganization  of  data  relating  to  claims 

2  under  parts  A  and  B  of  this  title  in  a  manner  that 

3  facilitates  research  with  respect  to  patient  outcomes, 

4  ''(B)  assessments  of  the  appropriateness  of  admis- 

5  sions  and  discharges, 

6  "(C)  assessments  of  the  extent  of  professional  un- 

7  certainty  regarding  efficacy, 

8  "(D)  development  of  improved  methods  for  meas- 

9  uring  quality-of-life  patient  outcomes, 

10  "(E)  model  evaluations  of  patient  outcomes,  and 

11  "(F)  evaluation  of  the  effects  on  physicians'  prac- 

12  tice  patterns  of  the  dissemination  to  physicians  and 

13  peer  review  organizations  with  contracts  under  part  B 

14  of  title  XI  of  the  findings  of  the  research  conducted 

15  under  subparagraphs  (B),  (C),  (D),  and  (E). 

16  "(2)  In  selecting  treatments  and  procedures  to  be 

17  studied,  the  Secretary  shall  give  priority  to  those  medical  and 

18  surgical  treatments  and  procedures — 

19  "(A)  for  which  data  indicate  a  highly  (or  poten- 

20  tially  highly)  variable  pattern  of  utilization  among 

21  beneficiaries  under  this  title  in  different  geographic 

22  areas,  and 

23  "(B)  which  are  significant  (or  potentially  signifi- 

24  cant)  for  purposes  of  this  title  in  terms  of  utilization  by 

25  beneficiaries,  length  of  hospitalization  associated  with 
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1  the  treatment  or  procedure,  costs  to  the  program,  and 

2  risk  involved  to  the  beneficiary. 

3  ''(3)  For  purposes  of  carrying  out  the  project,  there  shall 

4  be  available  from  the  Federal  Hospital  Insurance  Trust  Fund 

5  and  the  Federal  Supplementary  Medical  Insurance  Trust 

6  Fund— 

7  "(A)  $6,000,000  for  fiscal  year  1987, 

8  "(B)  $5,500,000  for  fiscal  year  1988,  and 

9  "(C)  $3,500,000  for  fiscal  year  1989. 

10  One-half  of  the  amount  specified  in  subparagraph  (A),  (B),  or 

11  (C)  for  a  fiscal  year  shall  be  available  from  each  such  Trust 

12  Fund. 

13  "(4)  Not  less  than  90  percent  of  the  amount  appropri- 

14  ated  for  any  fiscal  year  to  carry  out  the  project  shall  be  used 

15  to  fund  grants  to,  and  cooperative  agreements  with,  non-Fed- 

16  eral  entities  to  conduct  the  activities  described  in  paragraph 

17  (1).  The  remainder  may  be  used  by  the  Secretary  to  provide 

18  for  such  activities  by  Federal  entities  and  for  administrative 

19  costs. 

20  "(5)  The  project  shall  be  administered  by  the  National 

21  Center  for  Health  Services  Research  and  Health  Care  Tech- 

22  nology  established  under  section  305  of  the  Public  Health 

23  Service  Act  (in  this  subsection  referred  to  as  the  'Center'). 

24  The  Center  shall  establish  application  procedures  for  grants 

25  and  cooperative  agreements,  and  shall  establish  peer  review 
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1  panels  to  review  all  such  applications  and  all  research  find- 

2  ings.  The  Center  shall  consult  with  the  council  on  health  care 

3  technology  (established  under  a  grant  under  section  309  of 

4  the  PubHc  Health  Service  Act)  in  establishing  the  scope  and 

5  priorities  for  the  project  and  shall  report  periodically  to  such 

6  council  on  the  status  of  the  activities  conducted  under  the 

7  project. 

8  "(6)  The  Secretary  shall  make  available  data  derived 

9  from  the  programs  under  this  title  and  other  programs  admin- 

10  istered  by  the  Secretary  for  use  in  the  project. 

11  ''(7)  The  Center  shall  report  to  the  Congress  not  later 

12  than  18  months  after  the  date  of  the  enactment  of  this  Act, 

13  and  annually  thereafter,  with  respect  to  the  findings  under 

14  the  project.  In  cooperation  with  appropriate  medical  specialty 

15  groups,  the  Center  shall  disseminate  such  findings  as  widely 

16  as  possible,  including  disseminating  such  findings  to  each 

17  peer  review  organization  which  has  a  contract  under  part  B 

18  of  title  XI.". 

19  (b)  Permitting  Services  To  Be  Provided  Under 

20  Research  Program. — Section  1862(a)(1)  of  such  Act  (42 

21  U.S.C.  1395y(a)(l))  is  amended— 

22  (1)  by  striking  "and"  at  the  end  of  subparagraph 

23  (C), 

24  (2)  by  striking  the  semicolon  at  the  end  of  sub- 

25  paragraph  (D)  and  inserting     and",  and 


•S  2706  PCS 


61 

1  (3)  by  adding  at  the  end  the  following  new  sub- 

2  paragraph: 

3  "(E)  in  the  case  of  research  conducted  pursuant  to 

4  section  1875(c),  which  is  not  reasonable  and  necessary 

5  to  carry  out  the  purposes  of  that  section;". 

6  PART  3— PROVISIONS  RELATING  TO  PART  B 

7  OF  MEDICARE 

8  SEC.  621.  PAYMENTS  FOR  PHYSICIANS' SERVICES. 

9  (a)  Proceduees  foe  Establishment  of  Special 

10  Limits  on  Reasonable  Chaeges. — 

11  (1)  Section  1842(b)(8)  of  the  Social  Security  Act 

12  (42  U.S.C.  1395u(b)(8))  is  amended— 

13  (A)  by  redesignating  subparagraphs  (A)  and 

14  (B)  as  clauses  (i)  and  (ii),  respectively; 

15  (B)  by  inserting  "(A)"  after  "(8)";  and 

16  (C)  by  adding  at  the  end  the  following  new 

17  subparagraph: 

18  **(B)(i)  The  factors  described  pursuant  to  subparagraph 

19  (A)(i)  with  respect  to  payment  for  physicians'  services  shall 

20  include,  but  shall  not  be  limited  to,  the  following: 

21  "(I)  prevailing  charges  for  a  service  in  a  particu- 

22  lar  locality  are  significantly  in  excess  of  or  below  pre- 

23  vailing  charges  in  other  comparable  localities; 
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1  "(U)  the  programs  established  under  this  title  and 

2  title  XIX  are  the  sole  or  primary  sources  of  payment 

3  for  a  service; 

4  *'(in)  the  marketplace  for  a  service  is  not  truly 

5  competitive  because  of  a  limited  number  of  physicians 

6  who  perform  that  service; 

7  "(IV)  there  have  been  increases  in  charges  for 

8  a  service  that  cannot  be  explained  by  inflation  or 

9  technology; 

10  "(V)  the  charges  do  not  reflect  changing  technol- 

11  ogy,  increased  facility  with  that  technology,  or  reduc- 

12  tions  in  acquisition  or  production  costs;  or 

13  "(VI)  the  prevailing  charges  for  a  service  under 

14  this  part  are  substantially  higher  than  the  payments 

15  made  for  the  service  by  other  purchasers  in  the  same 

16  locaHty. 

17  **(ii)  The  factors  considered  under  subparagraph  (A)(ii) 

18  shall  take  into  account  regional  differences  in  fees,  unless 

19  there  is  substantial  economic  justification  for  a  uniform  fee  or 

20  a  uniform  payment  limit.  Such  substantial  economic  justifica- 

21  tion  must  be  explained  by  the  Secretary  in  the  notice  and 

22  final  determination  required  by  paragraph  (9).". 

23  (2)  Section  1842(b)  of  the  Social  Security  Act  (42 

24  U.S.C.  1395u(b))  is  amended  by  redesignating  para- 
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1  graph  (9)  as  paragraph  (10)  and  inserting  after  para- 

2  graph  (8)  the  following  new  paragraph: 

3  "(9)(A)  In  the  case  of  any  physicians'  service  with  re- 

4  spect  to  which  the  Secretary — 

5  *'(i)  determines  that  the  application  of  this  subsec- 

6  tion  results  in  the  determination  of  a  reasonable  charge 

7  that,  by  reason  of  its  grossly  excessive  or  grossly  defi- 

8  cient  amount,  is  not  inherently  reasonable,  and 

9  "(ii)  proposes  to  establish  a  reasonable  charge 
10  that  is  realistic  and  equitable  or  a  methodology  for  ar- 
il riving  at  such  a  charge, 

12  the  Secretary  shall  publish  notice  of  such  proposal  in  the 

13  Federal  Register. 

14  "(B)  A  notice  required  by  subparagraph  (A)  shall — 

15  "(i)  specify  the  charge  or  methodology  proposed 

16  to  be  established  with  respect  to  a  service  and  shall  ex- 

17  plain  the  factors  and  data  that  the  Secretary  took  into 

18  account  in  determining  the  charge  or  methodology  so 

19  specified,  and 

20  "(ii)  evaluate  the  impact  of  the  charge  or  method- 

21  ology  proposed  to  be  established  with  respect  to  the 

22  service  on  accessibility  of  the  service  to  individuals  en- 

23  titled  to  benefits  under  this  part  and  on  the  amounts 

24  payable  by  such  individuals  with  respect  to  such 

25  service, 
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1  "(C)  After  publication  of  the  notice  required  by 

2  subparagraph  (A),  the  Secretary  shall  allow  not  less 

3  than  60  days  for  public  comment  on  the  proposal. 

4  "(D)  In  addition  to  carrying  out  its  functions 

5  under  section  1845,  the  Physician  Payment  Review 

6  Commission  (hereafter  in  this  paragraph  referred  to  as 

7  the  'Commission')  shall  comment  on  any  such  proposal 

8  within  the  period  of  comment  allowed  by  the  Secretary 

9  pursuant  to  subparagraph  (C). 

10  "(E)(i)  Taking  into  consideration  the  comments 

11  made  by  the  Commission  and  the  public,  the  Secretary 

12  shall  publish  in  the  Federal  Register  a  final  de termina- 
ls tion  with  respect  to  the  reasonable  charge  or  methodol- 

14  ogy  to  be  established  with  respect  to  the  service. 

15  "(ii)  A  final  determination  published  pursuant  to 

16  clause  (i)  shall  explain  the  factors  and  data  that  the 

17  Secretary  took  into  consideration  in  making  the  final 

18  determination,  and  shall  include  and  respond  to  the 

19  comments  made  by  the  Commission  pursuant  to  sub- 

20  paragraph  (D).". 

21  (3)  Not  later  than  October  1,  1987,  the  Secretary 

22  of  Health  and  Human  Services  (in  this  paragraph  re- 

23  ferred  to  as  the  "Secretary")  shall  review  the  inherent 

24  reasonableness  of  the  reasonable  charges  for  each  of 

25  the  ten  most  costly  procedures  with  respect  to  which 
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1  payment  is  made  under  part  B  of  title  XVIII  of  the 

2  Social  Security  Act  (determined  on  the  basis  of  the  ag- 

3  gregate  annual  payments  under  such  part  with  respect 

4  to  each  such  procedure).  The  Secretary  may  review 

5  procedures  in  addition  to  the  procedures  with  respect 

6  to  which  review  is  required  under  this  paragraph. 

7  (4)  The  amendments  made  by  paragraphs  (1)  and 

8  (2)  shall  apply  to  regulations  promulgated  as  final  reg- 

9  ulations  after  July  1,  1986. 

10  (b)  Development  and  Use  of  HCFA  Common  Pro- 

11  CEDUEE  Coding  System. — 

12  (1)  Not  later  than  July  1,  1987,  the  Secretary  of 

13  Health  and  Human  Services  (hereafter  in  this  subsec- 

14  tion  referred  to  as  the  ''Secretary")  shall  consolidate 

15  the  payment  methodology  under  the  HCFA  Common 

16  Procedure  Coding  System  to  ensure  that  such  method- 

17  ology  minimizes  the  possibility  of  overstating  the  inten- 

18  sity  or  volume  of  services  provided. 

19  (2)  Not  later  than  July  1,  1987,  each  carrier  with 

20  which  the  Secretary  has  entered  into  a  contract  under 

21  section  1842  of  the  Social  Security  Act,  and  each 

22  fiscal  intermediary  which  processes  claims  under  part 

23  B  of  title  XVm  of  such  Act,  shall  require  hospital 

24  providers  of  outpatient  hospital  services  to  report  serv- 
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1  ices  and  claims  using  the  HCFA  Common  Procedure 

2  Coding  System  for  purposes  of  such  part. 

3  (3)  Not  later  than  January  1,  1988,  each  carrier 

4  with  which  the  Secretary  has  entered  into  a  contract 

5  under  section  1842  of  the  Social  Security  Act,  and 

6  each  fiscal  intermediary  which  processes  claims  under 

7  part  B  of  title  XVm  of  such  Act,  shall  report  services 

8  and  claims  using  the  payment  methodology  based  on 

9  the  HCFA  Common  Procedure  Coding  System  (as  re- 

10  vised  by  the  Secretary  in  accordance  with  paragraph 

11  (1))  for  purposes  of  such  part. 

12  (c)  Recommendations. — 

13  (1)  Section  1845(e)  of  the  Social  Security  Act  is 

14  amended  by  adding  at  the  end  thereof  the  following 

15  new  paragraph: 

16  "(4)(A)  In  making  recommendations  with  respect 

17  to  the  application  of  the  relative  value  scale  for  pur- 

18  poses  of  establishing  a  fee  schedule,  the  Secretary 

19  shall— 

20  '*(i)  develop  and  assess  an  appropriate  index 

21  to  be  used  for  making  adjustments  to  reflect  justi- 

22  fiable  differences  in  the  costs  of  practice  based 

23  upon  geographic  location  vdthout  exacerbating  the 

24  geographic  maldistribution  of  physicians,  and 
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1  "(ii)  assess  the  advisability  and  feasibility  of 

2  developing  an  appropriate  adjustment  to  assist  in 

3  attracting  and  retaining  physicians  in  medically 

4  underserved  areas. 

5  "(B)  In  carrying  out  the  requirements  of  subpara- 

6  graph  (A),  the  Secretary  shall  take  into  consideration 

7  the  recommendations  made  by  the  Physician  Payment 

8  Review  Commission. 

9  "(C)(i)  The  Secretary  shall  develop  an  interim 

10  index  under  subparagraph  (A)(i)  prior  to  July  1,  1987, 

11  based  upon  the  most  accurate  and  recent  data  that  are 

12  available  with  respect  to  the  costs  of  practice. 

13  ''(ii)  The  Secretary  shall  collect  data  with  respect 

14  to  the  costs  of  practice  (including,  but  not  limited  to, 

15  data  on  nonphysician  personnel  costs,  malpractice  in- 

16  surance  costs,  and  commercial  rents)  for  the  purpose  of 

17  refining  the  index  under  subparagraph  (A)(i)  prior  to 

18  December  31,  1989,  and  periodically  updating  the 

19  index  thereafter. 

20  "(D)  In  conjunction  with  developing  an  index 

21  under  subparagraph  (A),  the  Secretary  shall  conduct  a 

22  study  of  the  advisability  of  redefining  the  localities  des- 

23  ignated  by  carriers  for  payment  purposes.". 

24  (2)  Section  1845(b)(3)  of  such  Act  is  amended  by 

25  inserting  "and  respecting  the  index  and  the  adjustment 
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1  described  in  subsection  (e)(4)(A)"  after  "subsection 

2  (e)". 

3  (3)  Section  1845(e)(3)  of  such  Act  is  amended — 

4  (A)  by  striking  ''July  1,  1987"  and  inserting 

5  in  lieu  thereof  "July  1,  1989",  and 

6  (B)  by  striking  "on  or  after  January  1, 

7  1988"  and  inserting  in  lieu  thereof  "after  Decem- 

8  ber  31,  1989". 

9  SEC.  622.  MEDICARE  ECONOMIC  INDEX  FOR  PHYSICIANS' 

10  SERVICES. 

11  (a)  Implementation  of  Ceetain  Adjustments. — 


12  The  adjustment  to  the  medicare  economic  index  for  physi- 

13  cians'  services  proposed  by  the  Secretary  of  Health  and 

14  Human  Services  (in  this  section  referred  to  as  the  "Secre- 

15  tary")  to  take  into  account  the  substitution  of  a  rental  equiva- 

16  lence  or  rental  substitution  factor  for  the  housing  component 

17  of  the  consumer  price  index  for  periods  prior  to  January  1, 

18  1985,  shall  be  made  in  two  stages,  with  one-half  of  such 

19  adjustment  to  be  made  to  the  index  to  become  effective  Janu- 

20  ary  1,  1987,  and  one-half  of  such  adjustment  to  be  made  to 

21  the  index  to  become  effective  January  1,  1988. 

22  (b)  Notification  of  Changes. — The  Secretary  shall 

23  publish  notice  of  any  proposed  change  in  the  methodology, 

24  basis,  or  elements  of  the  medicare  economic  index  for  physi- 

25  cians'  services  in  the  Federal  Register  and  shall  allow  not 
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1  less  than  60  days  for  public  comment  on  the  proposal.  Taking 

2  into  consideration  the  comments  made  by  the  public,  the  Sec- 

3  retary  shall  publish  in  the  Federal  Register  a  final  determina- 

4  tion  with  respect  to  such  proposal. 

5  (c)  Definition. — For  purposes  of  this  section,  the  term 

6  ''medicare  economic  index  for  physicians'  services"  means 

7  the  index  used  by  the  Secretary  for  purposes  of  the  fourth 

8  sentence  of  section  1842(b)(3)  of  the  Social  Security  Act  (42 

9  U.S.C.  1395u(b)(3)). 

10  SEC.  623.  END  STAGE  RENAL  DISEASE  PAYMENTS. 

11  (a)  Monthly  Capitation  Payments  foe  Physi- 

12  ciANs'  Outpatient  Dialysis  Services. — Not  later  than 

13  August  1,  1986,  the  Secretary  of  Health  and  Human  Serv- 

14  ices  shall  implement  the  changes  in  the  monthly  capitation 

15  pa3mients  for  physicians'  outpatient  maintenance  dialysis 

16  services  (and  the  methodology  for  computing  such  payments) 

17  set  forth  in  the  notice  of  July  2,  1986  (51  Fed.  Reg.  24226- 

18  24231). 

19  (b)  Prospective  Payments  for  ESRD  Facilities 

20  AND  Providers. — 

21  (1)  The  Secretary  may  not,  during  the  period  be- 

22  ginning  with  the  publication  of  the  proposed  notice  of 

23  May  13,  1986  (51  Fed.  Reg.   17537-17549),  and 

24  ending  with  (and  including)  September  30,  1986, 

25  reduce  the  prospective  payment  rates  for  outpatient  di- 
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1  alysis  services  established  under  section  1881(b)(7)  of 

2  the  Social  Security  Act  (42  U.S.C.  1395rr(b)(7))  below 

3  the  rates  that  were  in  effect  on  the  first  day  of  such 

4  period. 

5  (2)(A)  Effective  with  respect  to  dialysis  services 

6  provided  on  or  after  October  1,  1986,  and  before  Octo- 

7  her  1,  1988,  the  Secretary  shall  reduce  by  $1.00  each 

8  of  the  prospective  payment  rates  established  under  sec- 

9  tion  1881(b)(7)  of  such  Act  that  were  in  effect  during 

10  the  period  referred  to  in  paragraph  (1). 

11  (B)  The  Secretary  may  not  reduce  further  the 

12  payment  rates  under  section  1881(b)(7)  of  such  Act 

13  with  respect  to  services  for  which  the  payment  rates 

14  under  such  section  are  reduced  in  accordance  with  sub- 

15  paragraph  (A). 

16  (3)  The  Comptroller  General  shall — 

17  (A)  conduct  a  study  of  the  appropriateness 

18  of— 

19  (i)  the  prospective  payment  rates  in 

20  effect  during  the  period  specified  in  para- 

21  graph  (2),  and 

22  (ii)  the  rates  proposed  in  the  notice  re- 

23  ferred  to  in  paragraph  (1)  (or  any  subsequent 

24  revision  thereof);  and 
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1  (B)  submit  a  report  to  the  Congress  on  the 

2  results  of  the  study  not  later  than  September  30, 

3  1987. 

4  SEC.  624.  PAYMENTS  FOR  AMBULATORY  SURGERY. 

5  (a)  Amounts  Payable;  Annual  Updating. — 

6  (1)(A)  Section  1833(a)(4)  of  the  Social  Security 

7  Act  (42  TJ.S.C.  13951(a)(4))  is  amended  to  read  as 

8  follows: 

9  "(4)  in  the  case  of  facility  services  described  in 

10  section  1832(a)(2)(F),  and  outpatient  hospital  services 

11  furnished  in  connection  with  surgical  procedures  speci- 

12  fied  by  the  Secretary  pursuant  to  section  1833(i)(l)(A), 

13  the  applicable  amount  as  determined  under  paragraph 

14  (2)  or  (3)  of  subsection  (i).". 

15  (B)  Section  1833(i)  of  such  Act  (42  U.S.C. 

16  13951(i))  is  amended  by  redesignating  paragraphs  (3) 

17  and  (4)  as  paragraphs  (4)  and  (5),  respectively,  and 

18  inserting    after    paragraph    (2)    the    following  new 

19  paragraph: 

20  "(3)(A)  The  amount  of  the  pajnnent  to  be  made  under 

21  this  part  for  outpatient  hospital  services  furnished  in  connec- 

22  tion  v^th  a  surgical  procedure  specified  under  paragraph 

23  (1)(A)  shall  be  equal  to  the  lesser  of — 

24  '*(i)  the  amount  determined  with  respect  to  such 

25  services  under  subsection  (a)(2)(B);  or 
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1  80  percent  of  the  standard  overhead  amount 

2  payable  with  respect  to  the  same  surgical  procedure 

3  when  provided  in  an  ambulatory  surgical  center  in  the 

4  same  area,  as  determined  under  paragraph  (2)(A). 

5  "(B)(i)  In  the  case  of  outpatient  hospital  services  for 

6  which  the  amount  of  the  payment  to  be  made  under  this  part 

7  is  the  amount  determined  under  clause  (ii)  of  subparagraph 

8  (A),  the  payments  specified  ui  clauses  (ii)  and  (iii)  of  this 

9  subparagraph  shall  be  in  addition  to  such  amount. 

10  ''(ii)  With  respect  to  costs  incurred  in  cost  reporting  pe- 
ll riods  beginning  before  October  1,  1987,  payment  shall  be 

12  made  vdth  respect  to  the  costs  of  anesthesia  services  provid- 

13  ed  by  a  certified  registered  nurse  anesthetist  in  the  same 

14  manner  as  such  payments  are  made  with  respect  to  outpa- 

15  tient  hospital  services  to  which  this  subsection  does  not 

16  apply. 

17  ''(iii)  Payment  v^th  respect  to  the  direct  costs  of  gradu- 

18  ate  medical  education  shall  be  made  in  the  manner  specified 

19  in  section  1886(h).". 

20  (2)(A)   Subparagraphs   (A)   and  (B)   of  section 

21  1833(i)(2)  of  such  Act  are  each  amended  by  striking 

22  "shall  be  reviewed  periodically"  and  inserting  in  lieu 

23  thereof  "shall  be  reviewed  and  updated  not  later  than 

24  July  1,  1987,  and  annually  thereafter". 

•S  2706  PCS 


73 

1  (B)  Section  1833(i)(l)  of  such  Act  is  amended  by 

2  adding  at  the  end  (after  and  below  subparagraph  (B)) 

3  the  following: 

4  "The  lists  of  procedures  established  under  subparagraphs  (A) 

5  and  (B)  shall  be  reviewed  and  updated  not  less  often  than 

6  annually,". 

7  (3)(A)   Section    1833(a)(1)(E)   of   such   Act  is 

8  amended  by  striking  "subsection  (i)(3)"  and  inserting  in 

9  lieu  thereof  "subsection  (i)(4)". 

10  (B)  Section  1833(b)(3)  of  such  Act  is  amended  by 

11  striking  "or  (i)(4)"  and  inserting  in  lieu  thereof  "or 

12  (i)(5)". 

13  (b)   Facility   Seevices   To   Include  Related 

14  Seevices. — 

15  (1)  Section  1833(i)  of  the  Social  Security  Act  (42 

16  U.S.C.  13951(i)),  as  amended  by  subsection  (a),  is  fur- 

17  ther  amended  by  adding  at  the  end  the  follovdng  new 

18  paragraph: 

19  "(6)  For  purposes  of  this  section,  'facility  services'  and 

20  'outpatient  hospital  services'  shall  include  all  medical  and 

21  other  health  services  (as  defined  in  section  1861(s))  which  are 

22  furnished  in  connection  with  a  surgical  procedure  specified 

23  imder  paragraph  (1),  other  than  the  physicians'  services.". 

24  (2)(A)  Section   1832(a)(2)(F)  of  such  Act  (42 

25  U.S.C.  1395k(a)(2)(F))  is  amended  by  striking  "serv- 
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1  ices  (including  all  pre-  and  post-operative  services)  de- 

2  scribed  in  paragraphs  (1)  and  (2)(A)  of  section  1861(s) 

3  and"  and  inserting  in  lieu  thereof  ''physicians'  services 

4  and  facility  services,  including  all  preoperative  and 

5  postoperative  services,". 

6  (B)  Section  1833(i)(4)  (as  redesignated  by  subsec- 

7  tion  (a)(1)(B))  is  amended  by  striking  all  beginning  with 

8  "services  (including"  through  "1861(s)  and"  and  in- 

9  serting  in  lieu  thereof  "physicians'  services". 

10  (C)  Section  1833(i)(5)(A)  of  such  Act  (as  so  redes- 

11  ignated)  is  amended  by  striking  "and  with  respect  to 

12  all  related  services  (including  physicians'  services,  labo- 

13  ratory,  X-ray,  and  diagnostic  services)"  and  inserting 

14  in  lieu  thereof  "and  the  physicians'  services". 

15  (c)  PRO  Review.— 

16  (1)  Section  1154(a)(1)  of  the  Social  Security  Act 

17  (42  U.S.C.  1320c-3(a)(l))  is  amended  by  inserting 

18  "and  subject  to  the  requirements  of  subsection  (d)" 

19  after  "subject  to  the  terms  of  the  contract". 

20  (2)  Section  1154  of  such  Act  is  amended  by 

21  adding  at  the  end  the  following  new  subsection: 

22  "(d)  Each  contract  under  this  part  shall  require  that  the 


23  utilization  and  quality  control  peer  review  organization's 

24  review  responsibility  pursuant  to  subsection  (a)(1)  will  include 

25  review  of  all  ambulatory  surgical  procedures  specified  pursu- 
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1  ant  to  section  1833(i)(l)(A)  which  are  performed  in  the  area, 

2  or,  at  the  discretion  of  the  Secretary  (and  except  as  provided 

3  in  section  1164(b)(4))  a  sample  of  each  such  procedure.". 

4  (d)   coinsueance   and  deductible   to  apply 

5  Without    Regaed    to    Setting    of  Ambulatory 

6  SUEGERY. — 


7  (1)  Clauses  (i)  and  (ii)  of  section  1832(a)(2)(r)  of 

8  the  Social  Security  Act  (42  U.S.C.  1395k(a)(2)(r))  are 

9  each  amended  by  inserting   standard  overhead"  before 

10  "amount". 

11  (2)(A)  Section  1833(b)  of  such  Act  (42  U.S.C. 

12  13951(b))  is  amended  by  striking  paragraph  (3)  and  re- 

13  designating  paragraphs  (4)  and  (5)  as  paragraphs  (3) 

14  and  (4). 

15  (B)    Subparagraphs    (A)    and    (B)    of  section 

16  1833(i)(2)  of  such  Act  are  each  amended  by  inserting 

17  "80  percent  of"  before  "a  standard  overhead  amount". 

18  (e)  Development  of  Prospective  Payment  Meth- 

19  ODOLOGY  FOR  OUTPATIENT  HOSPITAL  SERVICES. — ScC- 

20  tion  1135  of  the  Social  Security  Act  (42  U.S.C.  1320b-5)  is 

21  amended  by  adding  at  the  end  the  following  new  subsection: 

22  "(d)  The  Secretary  shall— 

23  "(1)  develop— 

24  "(A)  groupings  of  preoperative  and  postop- 

25  erative  services  that  are  related  to  each  surgical 
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1  procedure  appropriately  performed  in  a  hospital 

2  outpatient  department,  and 

3  ''(B)  a  model  system  for  the  payment  of  hos- 

4  pitals  for  outpatient  hospital  services  on  a  pro- 

5  spective  basis  that  may  be  applied  for  reimburse- 

6  ment  of  hospitals  under  part  B  of  title  XVIII;  and 

7  "(2)  report  to  the  Congress  on  the  groupings  and 

8  system  developed  pursuant  to  paragraph  (1)  not  later 

9  than  January  1,  1991.". 

10  (f)  Study  and  Bepoet. — The  Secretary  of  Health  and 


11  Human  Services  shall  conduct  a  study  on  educational  activi- 

12  ties  in  hospital  outpatient  settings  and  report  the  results  of 

13  the  study  to  the  Congress  not  later  than  two  years  after  the 

14  date  of  the  enactment  of  this  Act,  together  with  recommen- 

15  dations  with  respect  to  proper  payment  for  graduate  medical 

16  education  (GME)  related  to  outpatient  hospital  services. 


17  (g)  Effective  Dates. — 

18  (1)  The  amendments  made  by  subsection  (a)(1) 

19  shall  apply  to  services  furnished  in  cost  reporting  peri- 

20  ods  beginning  on  or  after  July  1,  1987. 

21  (2)  The  amendments  made  by  subsections  (b)  and 

22  (d)  shall  apply  to  services  furnished  after  June  30, 

23  1987. 
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1  (3)  The  amendments  made  by  subsection  (c)  shall 

2  apply  to  contracts  entered  into  or  renewed  after  Janu- 

3  ary  1,  1987. 

4  SEC.  625.  OCCUPATIONAL  THERAPY  SERVICES. 

5  (a)     Coverage. — Subparagraph     (C)     of  section 

6  1832(a)(2)  of  the  Social  Security  Act  (42  U.S.C.  1395k(a)(2)) 

7  is  amended  to  read  as  follows: 

8  "(C)   outpatient  physical   therapy  services 

9  (other  than  services  to  which  the  second  sentence 

10  of  section  1861(p)  applies)  and  outpatient  occupa- 

11  tional  therapy  services  (other  than  services  to 

12  which  such  sentence  applies  through  the  operation 

13  of  section  1861(g));". 

14  (b)  Limitation  on  Payments. — Section  1833(g)  of 

15  such  Act  (42  U.S.C.  13951(g))  is  amended— 

16  (1)  by  striking  "next  to  last  sentence"  and  insert- 

17  ing  in  lieu  thereof  "second  sentence",  and 

18  (2)  by  adding  at  the  end  the  following  new  sen- 

19  tence:  "In  the  case  of  outpatient  occupational  therapy 

20  services  which  are  described  in  the  second  sentence  of 

21  section   1861(p)   through   the   operation   of  section 

22  1861(g),  with  respect  to  expenses  incurred  in  any  cal- 

23  endar  year,  no  more  than  $500  shall  be  considered  as 

24  incurred  expenses  for  purposes  of  subsections  (a)  and 

25  (b).". 
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1  (c)  Ceetification  Standaed. — 

2  (1)  Section  1835(a)(2)(C)  of  such  Act  (42  U.S.C. 

3  1395n(a)(2)(C))  is  amended— 

4  (A)  by  inserting  "or  outpatient  occupational 

5  therapy  services"  after  "outpatient  physical  ther- 

6  apy  services", 

7  CB)  in  clause  (i),  by  inserting  "or  occupation- 

8  al  therapy  services,  respectively,"  after  "physical 

9  therapy  services",  and 

10  (C)  in  clause  (ii),  by  inserting  "or  qualified 

11  occupational  therapist,  respectively,"  after  "quali- 

12  fied  physical  therapist". 

13  (2)  The  second  sentence  of  section  1835(a)  of  such 

14  Act  and  section  1866(e)  of  such  Act  (42  U.S.C. 

15  1395n(a),  1395cc(e))  are  each  amended — 

16  (A)  by  inserting  "(or  meets  the  requirements 

17  of  such  section  through  the  operation  of  section 

18  1861(g))"     after     "1861(p)(4)(A)"     and  after 

19  "1861(p)(4)(B)",  and 

20  (B)  by  inserting  "or  (through  the  operation  of 

21  section  1861(g))  with  respect  to  the  furnishing  of 

22  outpatient  occupational  therapy  services"  after 

23  "(as  therein  defined)". 

24  (d)  Definition  and  Inclusion  With  Other  Paet 


25  B  Seevices. — 
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1  (1)  Section  1861  of  the  Social  Security  Act  (42 

2  U.S.C.  1395x)  is  amended  by  inserting  after  subsection 

3  (f)  the  following  new  subsection: 

4  "outpatient  occupational  theeapy  services 

5  "(g)  The  term  'outpatient  occupational  therapy  services' 

6  has  the  meaning  given  the  term  'outpatient  physical  therapy 

7  services'  in  subsection  (p),  except  that  'occupational'  shall  be 

8  substituted  for  'physical'  each  place  it  appears  therein.". 

9  (2)  Section  1861(s)(2)(D)  of  such  Act  (42  U.S.C. 

10  1395x(s)(2)CD))  is  amended  by  inserting  "and  outpa- 

11  tient  occupational  therapy  services"  after  "outpatient 

12  physical  therapy  services". 

13  (3)  Section  1861(v)(5)(A)  of  such  Act  (42  U.S.C. 

14  1395x(v)(5)(A))  is  amended  by  inserting  "(including 

15  through  the  operation  of  section  1861(g))"  after  "sec- 

16  tion  1861(p)". 

17  (e)  Effective  Date. — The  amendments  made  by  this 

18  section  shall  apply  to  expenses  incurred  for  outpatient  oc- 

19  cupational  therapy  services  furnished  on  or  after  October  1, 

20  1986. 

21  PART  4— PEER  REVIEW  ORGANIZATIONS 

22  SEC.  631.  PRO  REVIEW  OF  HOSPITAL  DENIAL  NOTICES. 

23  (a)  In  General. — Section  1154  of  the  Social  Security 

24  Act  (42  U.S.C.  1320c-3)  is  amended  by  adding  at  the  end 

25  the  following  new  subsection: 

26  "(d)(1)  If— 
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1  "(A)  a  hospital  has  determined  that  a  patient  no 

2  longer  requires  inpatient  hospital  care,  and 

3  "(B)  the  attending  physician  has  agreed  with  the 

4  hospital's  determination, 

5  the  hospital  may  provide  the  patient  (or  the  patient's  repre- 

6  sentative)  Avith  a  notice  (meeting  conditions  prescribed  by  the 

7  Secretary  under  section  1879)  of  the  determination  that  inpa- 

8  tient  hospital  services  are  no  longer  medically  necessary. 

9  "(2)  If— 

10  ''(A)  a  hospital  has  determined  that  a  patient  no 

11  longer  requires  inpatient  hospital  care,  but 

12  "(B)  the  attending  physician  has  not  agreed  with 

13  the  hospital's  determination, 

14  the  hospital  may  request  the  appropriate  peer  review  organi- 

15  zation  to  review  under  subsection  (a)  the  vaHdity  of  the  hospi- 

16  tal's  determination. 

17  "(3)  If  a  patient  (or  a  patient's  representative) — 

18  "(A)  has  received  a  notice  under  paragraph  (1), 

19  and 

20  "(B)  while  the  patient  is  still  an  inpatient  in  the 

21  hospital,  requests  the  appropriate  peer  review  organi- 

22  zation  to  review  the  determination, 

23  then,  the  organization  shall  conduct  a  review  under  subsec- 

24  tion  (a)  of  the  validity  of  the  hospital's  determination  and 

25  shall  provide  notice  (by  telephone  and  in  writing)  to  the  pa- 
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1  tient  or  representative  of  the  results  of  the  review  not  later 

2  than  2  calendar  days  after  the  date  the  organization  receives 

3  the  request.  Such  review  shall  be  conducted  regardless  of 

4  whether  or  not  the  hospital  will  charge  for  continued  hospital 

5  care  or  the  patient  will  be  liable  for  payment  for  such 

6  continued  care. 

7  "(4)  If— 

8  "(A)  a  request  is  made  under  paragraph  (3)  not 

9  later  than  1  day  after  the  date  the  patient  (or  patient's 

10  representative)  receives  the  notice  under  paragraph  (1), 

11  and 

12  "(B)  the  conditions  described  in  section  1879(a)(2) 

13  with  respect  to  the  patient  or  representative  are  met, 

14  the  hospital  may  not  charge  the  patient  for  inpatient  hospital 

15  services  furnished  on  a  day  before  the  fourth  day  that  begins 

16  after  the  date  of  receipt  of  the  notice  under  paragraph  (1). 

17  **(5)  In  any  review  conducted  under  paragraph  (2)  or 

18  (3),  the  organization  shall  solicit  the  views  of  the  patient  in- 

19  volved  (or  the  patient's  representative).". 

20  (b)  Effective  Date. — The  amendment  made  by  sub- 

21  section  (a)  shall  apply  to  denial  notices  furnished  by  hospitals 

22  to  individuals  on  and  after  the  first  day  of  the  first  month  that 

23  begins  more  than  30  days  after  the  date  of  the  enactment  of 

24  this  Act. 
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1  SEC.  632.  PRO  REVIEW  OF  INPATIENT  HOSPITAL  SERVICES 

2  AND  READMISSIONS. 

3  (a)  Timely  Provision  of  Hospital  Informa- 

4  TiON. — Section  1153  of  the  Social  Security  Act  (42  U.S.C. 

5  1320c-2)  is  amended  by  adding  at  the  end  the  following  new 

6  subsection: 

7  "(g)  The  Secretary  shall  provide  that  fiscal  intermediar- 

8  ies  furnish  to  peer  review  organizations,  each  month  on  a 

9  timely  basis,  data  necessary  to  initiate  the  review  process 
10  under  section  1154(a)  on  a  timely  basis.  If  the  Secretary  de- 
ll termines  that  a  fiscal  intermediary  is  unable  to  furnish  such 

12  data  on  a  timely  basis,  the  Secretary  shall  require  the  hospi- 

13  tal  to  do  so.". 

14  (b)  Requiring  Eeview  of  Early  Readmission 

15  Cases.— Section  1154(a)  of  such  Act  (42  U.S.C.  1320c- 

16  3(a))  is  amended  by  adding  at  the  end  the  following  new 

17  paragraph: 

18  ''(13)  Notwithstanding  paragraph  (4),  the  organi- 

19  zation  shall  perform  the  review  described  in  paragraph 

20  (1)  with  respect  to  early  readmission  cases  to  deter- 

21  mine  if  the  previous  inpatient  hospital  services  and  the 

22  post-hospital   services  met  professionally  recognized 

23  standards  of  health  care.  Such  reviews  may  be  per- 

24  formed  on  a  sample  basis  if  the  organization  and  the 

25  Secretary  determine  it  to  be  appropriate.  In  this  para- 

26  graph,  an  'early  readmission  case'  is  a  case  in  which 
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1  an  individual,  after  discharge  from  a  hospital,  is  read- 

2  mitted  to  a  hospital  less  than  31  days  after  the  date  of 

3  the  most  recent  previous  discharge.". 

4  (c)  Effective  Dates. — 

5  (1)  The  Secretary  shall  implement  the  amendment 

6  made  by  subsection  (a)  not  later  than  6  months  after 

7  the  date  of  the  enactment  of  this  Act. 

8  (2)  The  amendment  made  by  subsection  (b)  shall 

9  apply  to  contracts  entered  into  or  renev^ed  on  or  after 

10  January  1,  1987. 

1 1  SEC.  633.  PRO  REVIEW  OF  QUALITY  OF  CARE. 

12  (a)  Allocation  of  Funds  foe  Quality  Caee 

13  Eeview. — 

14  (1)  Section  1154(a)(4)  of  the  Social  Security  Act 

15  (42  U.S.C.  1320c-3(a)(4))  is  amended  by  adding  at  the 

16  end  the  following:  ''Each  peer  review  organization 

17  shall  provide  that  a  reasonable  proportion  of  its  activi- 

18  ties  are  involved  v^th  reviev^ng,  under  paragraph 

19  (1)(B),  the  quality  of  services  and  that  a  reasonable  al- 

20  location  of  such  activities  is  made  among  the  different 

21  cases  and  settings  (including  post-acute-care  settings, 

22  ambulatory  settings,  and  health  maintenance  organiza- 

23  tions)  for  which  potential  problems  of  quality  have  been 

24  identified.". 
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1  (2)  Section  1154  of  such  Act  (42  U.S.C.  1320c- 

2  3),  as  amended  by  section  631  of  this  Act  is  amended 

3  by  adding  at  the  end  the  following  new  subsection: 

4  **(e)  The  Secretary,  in  consultation  with  appropriate  ex- 

5  perts,  shall  identify  methods  that  would  be  available  to  assist 

6  peer  review  organizations  (under  subsection  (a)(4))  in  identi- 

7  fying  those  cases  which  are  more  likely  than  others  to  be 

8  associated  with  a  quality  of  services  which  does  not  meet 

9  professionally  recognized  standards  of  health  care.". 

10  (3)(A)  The  amendment  made  by  paragraph  (1) 

11  shall  apply  to  contracts  entered  into  or  renewed  on  or 

12  after  January  1,  1987. 

13  (B)  The  amendment  made  by  the  paragraph  (2) 

14  shall  become  effective  on  the  date  of  the  enactment  of 

15  this  Act. 

16  (b)  Appropeiate  Investigation  of  Complaints 

17  Required. — 

18  (1)  Section  1154(a)  of  the  Social  Security  Act  (42 

19  U.S.C.  1320c-3(a)),  as  amended  by  section  632  of  this 

20  Act,  is  further  amended  by  adding  at  the  end  the  fol- 

21  lowing  new  paragraph: 

22  ''(14)  The  organization  shall  conduct  an  appropri- 

23  ate  review  of  all  written  complaints  about  the  quality 

24  of  services  (for  which  payment  may  otherwise  be  made 

25  under  title  XVm)  not  meeting  professionally  recog- 
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1  nized  standards  of  health  care,  if  the  complaint  is  filed 

2  with  the  organization  by  a  individual  entitled  to  bene- 

3  fits  for  such  services  under  such  title  (or  a  person 

4  acting  on  the  individual's  behalf).  The  fact  that  such  a 

5  complamt  is  made  and  the  name  of  the  complainant 

6  shall  be  treated  as  confidential.  The  organization  shall 

7  inform  the  individual  (or  representative)  that  the  orga- 

8  nization  has  received  the  complaint  and  will  take  ap- 

9  propriate  action.". 

10  (2)  The  amendment  made  by  paragraph  (1)  shall 

11  apply  to  complaints  received  on  or  after  the  first  day  of 

12  the  first  month  that  begins  at  least  9  months  after  the 

13  date  of  the  enactment  of  this  Act. 

14  (c)  Shaeing  of  Information  by  PEOs. — 

15  (1)  Section  1160(b)(1)  of  the  Social  Security  Act 

16  (42  U.S.C.  1320c-9(b)(l))  is  amended— 

17  (A)  in  subparagraph  (C),  by  striking  "is  re- 

18  quired"  and  inserting  "are  required", 

19  (B)  by  striking  "and"  at  the  end  of  subpara- 

20  graph  (B),  and 

21  (C)  by  adding  at  the  end  the  following  new 

22  subparagraph: 

23  "(D)  to  assist— 

24  "(i)  national  accreditation  bodies  which 

25  are  acting,  pursuant  to  section  1865,  in  ac- 
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1  crediting  providers  for  purposes  of  meeting 

2  the  conditions  described  in  provisions  in  title 

3  XVm,  and 

4  *'(ii)  State  licensing  authorities  having 

5  responsibility  for  assuring  the  qualifications 

6  of  providers  or  practitioners, 

7  which  data  and  information  shall  be  provided  by 

8  the  peer  review  organization  to  any  such  body 

9  upon  request  relating  to  a  specific  provider  or 

10  practitioner,  but  only  to  the  extent  that  such  data 

11  and  information  are  related  to  the  quality  of  care 

12  furnished  by  a  provider  or  practitioner  and  only  if 

13  the  peer  review  organization  determines  that  the 

14  data  and  information  may  reflect  a  failure  in  a 

15  substantial  number  of  cases  or  a  gross  and  fla- 

16  grant  failure  in  one  or  more  instances  to  provide 

17  services  of  a  quality  which  meets  professionally 

18  recognized  standards  of  health  care,  and  that  the 

19  data  and  information  are  needed  by  the  body  in 

20  carr3dng  out  official  duties;". 

21  (2)  The  amendments  made  by  paragraph  (1)  shall 

22  apply  to  requests  for  data  and  information  made  on  and 

23  after  the  end  of  the  6-month  period  beginning  on  the 

24  date  of  the  enactment  of  this  Act. 
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1  Subtitle  B — Provisions  Relating  to  the  Medicaid 

2  Program 

3  SEC.  641.  OPTIONAL  COVERAGE  OF  POOR  PREGNANT  WOMEN, 

4  INFANTS,  AND  CHILDREN. 

5  (a)  Creation  op  New  Optional  Categorically 

6  Needy  Group.— Section  1902(a)(10)(A)(ii)  of  the  Social  Se- 

7  curity  Act  (42  U.S.C.  1396a(a)(10)(A)(ii))  is  amended— 

8  (1)  by  striking       or"  at  the  end  of  subclause 

9  (Vn)  and  inserting  a  semicolon, 

10  (2)  by  inserting  "or"  at  the  end  of  subclause 

11  (Vm),  and 

12  (3)  by  adding  at  the  end  the  following  new 

13  subclause: 

14  "(IX)  subject  to  subsection  (h)(4), 

15  who  are  described  in  subsection  (h)(1);". 

16  (b)  Description  of  Group. — Section  1902  of  such 

17  Act  is  amended  by  inserting  after  subsection  (g)  the  following 

18  new  subsection: 

19  "(h)(1)  Individuals  described  in  this  paragraph  are — 

20  **(A)  women  during  pregnancy  (and  during  the  60- 

21  day  period  following  pregnancy), 

22  "(B)  infants  under  one  year  of  age, 

23  "(C)  children  who  have  attained  one  year  of  age 

24  but  have  not  attained  two  years  of  age, 
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1  "(D)  children  who  have  attained  two  years  of  age 

2  but  have  not  attained  three  years  of  age, 

3  **(E)  children  who  have  attained  three  years  of 

4  age  but  have  not  attained  four  years  of  age,  and 

5  "(F)  children  who  have  attained  four  years  of  age 

6  but  have  not  yet  attained  five  years  of  age, 

7  who  are  not  described  in  subsection  (a)(10)(A)(i),  whose 

8  family  income  does  not  exceed  the  maximum  income  level 

9  established  by  the  State  under  paragraph  (2)  for  a  family  size 

10  equal  to  the  size  of  the  family. 

11  "(2)  For  purposes  of  paragraph  (1),  the  State  shall  es- 

12  tablish  a  maximum  income  level  which  is  not  more  than  100 

13  percent  of  the  nonfarm  income  official  poverty  line  defined  by 

14  the  Office  of  Management  and  Budget  (and  revised  annually 

15  in  accordance  with  section  673(2)  of  the  Omnibus  Budget 

16  Reconciliation  Act  of  1981)  applicable  to  a  family  of  the  size 

17  involved. 

18  "(3)  Notwithstanding  subsection  (a)(17),  for  individuals 

19  who  are  eligible  for  medical  assistance  because  of  subsection 

20  (a)(10)(A)(ii)(IX)— 

21  "(A)  application  of  a  resource  standard  shall  be  at 

22  the  option  of  the  State, 

23  "(B)  the  resource  standard  and  methodology  (if 

24  any)  to  be  applied  shall  be — 
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1  "(i)  the  resource  standard  and  methodology 

2  that  is  applied  under  the  State  plan  under  part  A 

3  of  title  IV, 

4  '*(ii)  the  resource  standard  and  methodology 

5  that  is  appHed  under  title  XYI  or  under  subsec- 

6  tion  (f),  or 

7  "(iii)  the  resource  standard  and  methodology 

8  that  is  appHed  under  subsection  (a)(10)(C)(i)(III); 

9  "(C)  the  income  standard  to  be  applied  is  the 

10  income  standard  established  under  paragraph  (2),  and 

11  **CD)  family  income  shall  be  determined  in  accord- 

12  ance  with  the  methodology  employed  imder  the  State 

13  plan  under  part  A  or  E  of  title  IV,  and  costs  incurred 

14  for  medical  care  or  for  any  other  type  of  remedial  care 

15  shall  not  be  taken  into  account. 

16  Any  different  treatment  provided  under  this  paragraph  for 

17  such  individuals  shall  not,  because  of  subsection  (a)(17),  re- 

18  quire  or  permit  such  treatment  for  other  individuals. 

19  ''(4)(A)  A  State  plan  may  not  elect  the  option  of  furnish- 

20  ing  medical  assistance  to  individuals  described  in  subsection 

21  (a)(10)(A)(ii)(IX)  unless  the  State  has  in  effect,  under  its  plan 

22  established  under  part  A  of  title  IV,  payment  levels  that  are 

23  not  less  than  the  payment  levels  in  effect  under  its  plan  on 

24  the  date  of  the  enactment  of  this  subsection. 
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1  "(B)(i)  A   State  may  not  elect,   under  subsection 

2  (a)(10)(A)(ii)(IX),  to  cover  only  individuals  described  in  para- 

3  graph  (1)(A)  or  to  cover  only  individuals  described  in  para- 

4  graph  (1)(B). 

5  "(ii)    A    State    may    not    elect,    under  subsection 

6  (a)(10)(A)(ii)(IX),  to  cover  individuals  described  in  subpara- 

7  graph  (C),  (D),  (E),  or  (F)  of  paragraph  (1)  unless  the  State 

8  has  elected,  under  such  subsection,  to  cover  individuals  de- 

9  scribed  in  the  preceding  subparagraphs  of  such  paragraph/*. 

10  (c)  Limited  Benefits  for  Newly  Eligible  Preg- 

11  NANT  Women.— Section  1902(a)(10)  of  such  Act  (42  U.S.C. 

12  1396a(a)(10))  is  amended,  in  the  matter  after  subpara- 

13  graph  CD)— 

14  (1)  by  striking  "and"  before  "(VI)"  and  inserting 

15  a  comma,  and 

16  (2)  by  inserting  before  the  semicolon  at  the  end 

17  the  following:     and  (YH)  the  medical  assistance  made 

18  available   to   an  individual   described  in  subsection 

19  (h)(1)(A)  who  is  eligible  for  medical  assistance  only  be- 

20  cause  of  subparagraph  (A)(ii)(IX)  shall  be  limited  to 

21  medical  assistance  for  services  related  to  pregnancy 

22  (including  prenatal,  delivery,  and  postpartum  services) 

23  and    to    other    conditions    which    may  complicate 

24  pregnancy". 
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1  (d)  Continuation  of  Medical  Assistance  for 

2  Ceetain  Pregnant  Women  During  Pregnancy  and 

3  FOR  Certain  Infants  and  Children  Receiving  Inpa- 

4  TiENT  Services. — Section  1902(e)  of  such  Act  (42  U.S.C. 

5  1396a(e))  is  amended  by  adding  at  the  end  the  following  new 

6  paragraphs: 

7  *'(6)  At  the  option  of  a  State,  if  a  State  plan  provides 

8  medical    assistance    for    individuals    under  subsection 

9  (a)(10)(A)(ii)(IX),  the  plan  may  provide  that  any  woman  de- 

10  scribed  in  such  subsection  and  subsection  (h)(1)(A)  shall  con- 

11  tinue  to  be  treated  as  an  individual  described  in  subsection 

12  (a)(10)(A)(ii)(IX)  without  regard  to  any  change  in  income  of 

13  the  family  of  which  she  is  a  member  until  the  end  of  the  60- 

14  day  period  beginning  on  the  last  day  of  her  pregnancy. 

15  "(7)  If  a  State  plan  provides  medical  assistance  for  indi- 

16  viduals  under  subsection  (a)(10)(A)(ii)(IX),  in  the  case  of  an 

17  infant  or  child  described  in  subparagraph  (B),  (C),  (D),  (E),  or 

18  (F)  of  subsection  (h)(1)— 

19  "(A)  who  is  receiving  uipatient  services  for  which 

20  medical  assistance  is  provided  on  the  date  the  infant  or 

21  child  attains  the  maximum  age  with  respect  to  which 

22  coverage  is  provided  under  the  State  plan  for  such 

23  individuals,  and 
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1  "(B)  who,  but  for  attaining  such  age,  would 

2  remain  ehgible  for  medical  assistance  under  such 

3  subsection, 


4  the  infant  or  child  shall  continue  to  be  treated  as  an  individ- 

5  ual  described  in  subsection  (a)(10)(A)(ii)(IX)  and  subsection 

6  (h)(1)  until  the  end  of  the  stay  for  which  the  inpatient  services 

7  are  furnished.". 


8  (e)  CONFOEMING  AMENDMENTS. — 

9  (1)  Section  1902(a)(17)  of  such  Act  (42  U.S.C. 

10  1396(a)(17))  is  amended  by  inserting  "except  as  pro- 

11  vided  in  subsection  (h)(3),"  after  "(17)". 

12  (2)  Section  1903(f)(4)  of  such  Act  (42  U.S.C. 

13  1396b(f)(4))  is  amended  by  inserting  "for  any  individual 

14  described  in  section  1902(a)(10)(A)(ii)(IX)  or"  after  "as 

15  medical  assistance". 

16  (f)  Effective  Dates. — 

17  (1)  Except  as  provided  in  paragraph  (2),  the 

18  amendments  made  by  this  section  shall  apply  to  medi- 

19  cal  assistance  furnished  in  calendar  quarters  beginning 

20  on  or  after  April  1,  1987,  vdthout  regard  to  whether 

21  or  not  final  regulations  to  carry  out  such  amendments 

22  have  been  promulgated  by  such  date. 

23  (2)(A)  Subparagraph  (C)  of  section  1902(h)(1)  of 

24  the  Social  Security  Act,  as  added  by  subsection  (b)  of 

25  this  section,  shall  apply  to  medical  assistance  furnished 
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1  in  calendar  quarters  beginning  on  or  after  October  1, 

2  1987. 

3  (B)  Subparagraph  (D)  of  section  1902(h)(1)  of  the 

4  Social  Security  Act,  as  added  by  subsection  (b)  of  this 

5  section,  shall  apply  to  medical  assistance  furnished  in 

6  calendar  quarters  beginning  on  or  after  October  1, 

7  1988. 

8  (C)  Subparagraph  (E)  of  section  1902(h)(1)  of  the 

9  Social  Security  Act,  as  added  by  subsection  (b)  of  this 

10  section,  shall  apply  to  medical  assistance  furnished  in 

11  calendar  quarters  beginning  on  or  after  October  1, 

12  1989. 

13  (D)  Subparagraph  (F)  of  section  1902(h)(1)  of  the 

14  Social  Security  Act,  as  added  by  subsection  (b)  of  this 

15  section,  shall  apply  to  medical  assistance  furnished  in 

16  calendar  quarters  beginning  on  or  after  October  1, 

17  1990. 

18  SEC.  642.  OPTIONAL  COVERAGE  OF  ELDERLY  AND  DISABLED 

19  POOR  AND   OF  POOR  MEDICARE  BENEFICI- 

20  ARIES. 

21  (a)  Optional  Coverage  of  Elderly  and  Disabled 

22  Poor  for  All  Medicaid  Benefits. — 

23  (1)(A)  Subsection  (a)(10)(A)(ii)  of  section  1902  of 

24  the  Social  Security  Act  (42  U.S.C.  1396a),  as  amend- 

25  ed  by  section  641  of  this  Act,  is  further  amended — 
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1  (i)  by  striking  "or"  at  the  end  of  subclause 

2  (vni), 

3  (ii)  by  striking  the  semicolon  at  the  end  of 

4  subclause  (IX)  and  inserting     or",  and 

5  (iii)  by  adding  at  the  end  the  following  new 

6  subclause: 

7  "(X)  subject  to  subsection  (1)(3), 

8  who  are  described  in  subsection  (1)(1);". 

9  (B)  Section  1902  of  such  Act  is  further  amended 

10  by  adding  at  the  end  the  following  new  subsection: 

11  "G)(l)  Individuals  described  in  this  paragraph  are 

12  individuals — 

13  "(A)  who  are  65  years  of  age  or  older  or  are  dis- 

14  abled    individuals    (as    determined    under  section 

15  1614(a)(3)), 

16  "(B)  whose  income  (as  determined  under  section 

17  1612  for  purposes  of  the  supplemental  security  income 

18  program)  does  not  exceed  an  income  level  estabhshed 

19  by  the  State  consistent  with  paragraph  (2)(A),  and 

20  "(C)  whose  resources  (as  determined  under  sec- 

21  tion  1613  for  purposes  of  the  supplemental  security 

22  income  program)  do  not  exceed  (except  as  provided  in 

23  paragraph  (2)(B))  the  maximum  amount  of  resources 

24  that  an  individual  may  have  and  obtain  benefits  under 

25  that  program. 
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1  *'(2)(A)  The  income  level  established  under  paragraph 

2  (1)(B)  may  not  exceed  100  percent  of  the  nonfarm  official 

3  poverty  line  (as  defined  by  the  Office  of  Management  and 

4  Budget,  and  revised  annually  in  accordance  with  section 

5  673(2)  of  the  Omnibus  Budget  Reconciliation  Act  of  1981) 

6  appHcable  to  a  family  of  the  size  involved. 

7  "(B)  In  the  case  of  a  State  that  provides  medical  assist- 

8  ance  to  individuals  not  described  hi  section  1902(a)(10)(A) 

9  and  at  the  State's  option,  the  State  may  use  under  paragraph 
10  (1)(C)  such  resource  level  (which  is  higher  than  the  level  de- 
ll scribed  in  that  paragraph)  as  may  be  appHcable  with  respect 

12  to  hidividuals  described  in  paragraph  (1)(A)  who  are  not  de- 

13  scribed  m  section  1902(a)(10)(A).". 

14  (2)  Section  1902(1)  of  such  Act,  as  added  by  sub- 

15  section  (a),  is  further  amended  by  adding  at  the  end  the 

16  following  new  paragraphs: 

17  ''(3)  A  State  plan  may  not  provide  coverage  for  individ- 

18  uals  under  subsection  (a)(10)(A)(ii)(X)  unless  the  plan  pro- 

19  vides  coverage  of  some  or  all  of  the  individuals  described  m 

20  subsection  (h)(1). 

21  "(4)  Notwithstanding  subsection  (a)(17),  for  individuals 

22  described  in  paragraph  (1)  who  are  covered  under  the  State 

23  plan  by  virtue  of  subsection  (a)(10)(A)(ii)(X) — 

24  **(A)  the  income  standard  to  be  applied  is  the 

25  income  standard  described  in  paragraph  (1)(B),  and 
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1  "(B)      except      as      provided      in  section 

2  1612(b)(4)(B)(ii),  costs  incurred  for  medical  care  or  for 

3  any  other  type  of  remedial  care  shall  not  be  taken  into 

4  account  in  determining  income. 

5  Any  different  treatment  provided  under  this  paragraph  for 

6  such  individuals  shall  not,  because  of  subsection  (a)(17),  re- 

7  quire  or  permit  such  treatment  for  other  individuals.". 

8  (3)  The  amendments  made  by  this  subsection  shall 

9  apply  to  payments  to  States  for  calendar  quarters  be- 

10  ginning  on  or  after  July  1,  1987,  without  regard  to 

11  whether  or  not  final  regulations  to  carry  out  such 

12  amendments  have  been  promulgated  by  such  date. 

13  (b)  Optional  Coveeage  of  Qualified  Medicaee 

14  Beneficiaeies  foe  Medicaee  Cost-Shaeing. — 

15  (1)  Section  1902(a)(10)  of  such  Act  (42  U.S.C. 

16  1896a(a)(10))  is  amended— 

17  (A)  by  striking  "and"  at  the  end  of  subpara- 

18  graph  (C), 

19  (B)  by  inserting  "and"  at  the  end  of  subpara- 

20  graph  (D),  and 

21  (C)  by  inserting  after  subparagraph  (D)  the 

22  follovdng  new  subparagraph: 

23  "(E)  at  the  option  of  a  State  but  subject  to 

24  subsection  (1)(3),  for  making  medical  assistance 

25  available  for  medicare  cost-sharing  (as  defined  in 


•S  2706  PCS 


97 

1  section  1905(o)(3))  for  qualified  medicare  benefici- 

2  aries  described  in  section  1905(o)(l);". 

3  (2)  Section  1905  of  such  Act  (42  U.S.C.  1396d) 

4  is  amended  by  adding  at  the  end  the  following  new 

5  subsection: 

6  ''(o)(l)  The  term  'qualified  medicare  beneficiary'  means 

7  an  individual — 

8  "(A)  who  is  entitled  to  hospital  insurance  benefits 

9  under  part  A  of  title  XVm  (including  an  individual 

10  entitled  to  such  benefits  pursuant  to  an  enrollment 

11  under  section  1818), 

12  "(B)  who,  but  for  section  1902(a)(10)(E)  and  the 

13  election  of  the  State,  is  not  eligible  for  medical  assist- 

14  ance  under  the  plan, 

15  "(C)  whose  income  (as  determined  under  section 

16  1612  for  purposes  of  the  supplemental  security  income 

17  program)  does  not  exceed  an  income  level  established 

18  by  the  State  consistent  with  paragraph  (2)(A),  and 

19  "(D)  whose  resources  (as  determined  under  sec- 

20  tion  1613  for  purposes  of  the  supplemental  security 

21  income  program)  do  not  exceed  (except  as  provided  in 

22  paragraph  (2)(B))  the  maximum  amount  of  resources 

23  that  an  individual  may  have  and  obtain  benefits  under 

24  that  program. 
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1  "(2)(A)  The  income  level  established  under  paragraph 

2  (1)(C)  may  not  exceed  100  percent  of  the  nonfarm  official 

3  poverty  line  (as  defined  by  the  Office  of  Management  and 

4  Budget,  and  revised  annually  in  accordance  with  section 

5  673(2)  of  the  Omnibus  Budget  Reconciliation  Act  of  1981) 

6  applicable  to  a  family  of  the  size  involved. 

7  "(B)  In  the  case  of  a  State  that  provides  medical  assist- 

8  ance  to  individuals  not  described  in  section  1902(a)(10)(A) 

9  and  at  the  State's  option,  the  State  may  use  under  paragraph 
10  (1)(D)  such  resource  level  (which  is  higher  than  the  level  de- 
ll scribed  in  that  paragraph)  as  may  be  applicable  with  respect 

12  to  individuals  described  in  paragraph  (1)(A)  who  are  not  de- 

13  scribed  in  section  1902(a)(10)(A).". 


14  (3)(A)  Section  19020)  of  such  Act,  as  added  by 

15  subsection  (a),  is  amended — 

16  (i)  in  paragraph  (3),  by  inserting  ''or  cover- 

17  age  under  subsection  (a)(10)(E)"  after  ''subsection 

18  (a)(10)(A)(ii)(X)",  and 

19  (ii)  by  adding  at  the  end  the  following  new 

20  paragraph: 

21  "(5)  Notwithstanding  subsection  (a)(17),  for  qualified 

22  medicare  beneficiaries  described  in  section  1905(o)(l) — 

23  "(A)  the  income  standard  to  be  applied  is  the 

24  mcome  standard  described  in  section  1905(o)(l)(C),  and 
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1  "(B)      except      as      provided      in  section 

2  1612(b)(4)(B)(ii),  costs  incurred  for  medical  care  or  for 

3  any  other  type  of  remedial  care  shall  not  be  taken  into 

4  account  in  determining  income. 

5  Any  different  treatment  provided  under  this  paragraph  for 

6  such  individuals  shall  not,  because  of  subsection  (a)(17),  re- 

7  quire  or  permit  such  treatment  for  other  individuals,", 

8  (B)  Section  1902(e)  of  such  Act,  as  amended  by 

9  section  641  of  this  Act,  is  further  amended  by  adding 

10  at  the  end  the  following  new  paragraph: 

11  "(8)  If  an  individual  is  determined  to  be  a  qualified  med- 


12  icare  beneficiary  (as  defined  in  section  1905(o)(l)),  such  de- 

13  termination  shall  apply  to  services  furnished  after  the  end  of 

14  the  month  in  which  the  determination  first  occurs.  For  pur- 

15  poses  of  pa3niient  to  a  State  under  section  1903(a),  such  de- 

16  termination  shall  be  considered  to  be  valid  for  an  individual 

17  for  a  period  of  12  months,  except  that  a  State  may  provide 

18  for  such  determinations  more  frequently,  but  not  more  fre- 

19  quently  than  once  every  6  months  for  an  individual,". 


20  (4)  Section  1902(a)(10)  of  the  Social  Security  Act 

21  (42  U.S.C.  1395a(a)(10)),  as  amended  by  paragraph  (1) 

22  of  this  subsection  and  by  section  641  of  this  Act,  is 

23  further  amended,  in  the  matter  after  subparagraph 

24  (E)— 
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1  (A)  by  striking  "and"  before  "(VII)"  and  in- 

2  serting  a  comma,  and 

3  (B)  by  inserting  before  the  semicolon  at  the 

4  end  the  following:      and  CVili)  the  medical  as- 

5  sistance  made  available  to  a  qualified  medicare 

6  beneficiary  described  in  section  1905(o)(l)  shall  be 

7  limited  to  medical  assistance  for  medicare  cost- 

8  sharing  (described  in  section  1905(o)(3)),  subject 

9  to  the  provisions  of  subsection  (m)  and  section 

10  1916(b)". 

11  (5)  Section  1905(o)  of  such  Act,  as  added  by  para- 

12  graph  (2)  of  this  subsection,  is  further  amended  by 

13  adding  at  the  end  the  following: 

14  "(3)  The  term  'medicare  cost-sharing'  means  the  follow- 

15  mg  costs  incurred  with  respect  to  a  qualified  medicare 

16  beneficiary: 

17  '*(A)  Premiums  under  part  B  and  (if  applicable) 

18  under  section  1818. 

19  "(B)  Deductibles  and  coinsurance  described  in 

20  section  1813. 

21  "(C)  The  annual  deductible  described  in  section 

22  1833(b). 

23  "(D)  The  difference  between  the  amount  that  is 

24  paid  under  section  1833(a)  and  the  amount  that  would 

25  be  paid  under  such  section  if  any  reference  to  '80 
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1  percent'  therein  were  deemed  a  reference  to  '100 

2  percent'. 

3  Such  term  also  may  include,  at  the  option  of  a  State, 

4  premiums  for  enrollment  of  a  qualified  medicare  beneficiary 

5  with  an  eligible  organization  under  section  1876.". 

6  (6)  Section  1902  of  such  Act,  as  amended  by  sub- 

7  section  (a),  is  further  amended  by  adding  at  the  end  the 

8  following  new  subsection: 

9  "(m)  In  the  case  of  medical  assistance  furnished  under 


10  this  title  for  medicare  cost-sharing  respecting  the  furnishing 

11  of  a  service  or  item  to  a  qualified  medicare  beneficiary,  the 

12  State  plan  may  provide  payment  in  an  amount  with  respect 

13  to  the  service  or  item  that  results  in  the  sum  of  such  pa3mient 

14  amount  and  any  amount  of  payment  made  under  title  XV  ILL 

15  with  respect  to  the  service  or  item  exceeding  the  amount  that 

16  is  otherwise  payable  under  the  State  plan  for  the  item  or 

17  service  for  eligible  individuals  who  are  not  qualified  medicare 

18  beneficiaries.". 


19  (7)(A)  Section  1902(a)(10)(C)  of  such  Act  (42 

20  U.S.C.  1396a(a)(10)(C))  is  amended,  in  the  matter 

21  before  clause  (i),  by  inserting  "or  (E)"  after  "subpara- 

22  graph  (A)". 

23  (B)  Section  1903(a)(1)  of  such  Act  (42  U.S.C. 

24  1396b(a)(l))  is  amended— 
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1  (i)  by  inserting  "deductible  amounts  under 

2  part  A  and"  after  ''(including  expenditures  for", 

3  (ii)  by  inserting  "(and,  in  the  case  of  qualified 

4  medicare    beneficiaries    described    in  section 

5  1905(o)(l),  part  A)"  after  "premiums  under  part 

6  B",  and 

7  (iii)  by  striking  "or  (B)"  and  inserting  "(B) 

8  are  qualified  medicare  beneficiaries  described  in 

9  section  1905(o)(l),  or  (C)". 

10  (C)  Section  1905(a)  of  such  Act  (42  U.S.C. 

11  1396d(a))  is  amended,  in  the  matter  before  subdivision 

12  (i),  by  inserting  "or,  in  the  case  of  a  qualified  medicare 

13  beneficiary  described  in  section  1905(o)(l),  if  provided 

14  after  the  month  in  which  the  individual  becomes  a  such 

15  a  beneficiary"  after  "makes  application  for  assistance". 

16  CD)(i)  Section  1902(a)(15)  of  such  Act  (42  U.S.C. 

17  1396a(a)(15))  is  amended  by  inserting  "are  not  quali- 

18  fied  medicare   beneficiaries   (as   defined   in  section 

19  1905(o)(l))  but"  after  "older  who". 

20  (ii)  Subsections  (a)  and  (b)  of  section  1916  of  such 

21  Act  (42  U.S.C.  1396o)  are  each  amended  by  striking 

22  "section  1902(a)(10)(A)"  and  inserting  "subparagraph 

23  (A)  or  (E)  of  section  1902(a)(10)". 

24  (8)  The  amendments  made  by  this  subsection  shall 

25  apply  to  payments  under  title  XIX  of  the  Social  Scen- 
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1  rity  Act  for  calendar  quarters  beginning  on  or  after 

2  July  1,  1987,  without  regard  to  whether  or  not  final 

3  regulations  to  carry  out  such  amendments  have  been 

4  promulgated  by  such  date. 

5  SEC.  643.  RESPIRATORY  CARE  SERVICES  FOR  VENTILATOR- 

6  DEPENDENT  INDIVIDUALS. 

7  (a)  Required  Services. — Section  1902(e)  of  the 

8  Social  Security  Act  (42  U.S.C.  1396b(e)),  as  amended  by 

9  sections  641  and  642  of  this  Act,  is  further  amended  by 

10  adding  at  the  end  the  following  new  paragraph: 

11  ''(9)(A)  A  State  plan  approved  under  this  title 

12  must  include  as  medical  assistance  respiratory  care 

13  services  for  any  individual  who — 

14  *'(i)  is  medically  dependent  on  a  ventilator 

15  for  life  support  at  least  six  hours  per  day; 

16  "(ii)  has  been  so  dependent  for  at  least  30 

17  consecutive  days  (or  the  maximum  number  of  days 

18  authorized  under  the  State  plan,  whichever  is 

19  less)  as  an  inpatient; 

20  "(iii)  but  for  the  availability  of  respiratory 

21  care  services,  would  require  respiratory  care  as  an 

22  inpatient  in  a  hospital,  skilled  nursing  facility,  or 

23  intermediate  care  facility,  and  would  be  eligible  to 

24  have  payment  made  for  such  inpatient  care  under 

25  the  State  plan; 
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1  "(iv)  has  adequate  social  support  services  to 

2  be  cared  for  at  home;  and 

3  "(v)  wishes  to  be  cared  for  at  home. 

4  "(B)  The  requirements  of  subparagraph  (A)(ii) 

5  may  be  satisfied  by  a  continuous  stay  in  one  or  more 

6  hospitals,  skilled  nursing  facilities,  or  intermediate  care 

7  facihties. 

8  ''(C)  For  purposes  of  this  paragraph,  respiratory 

9  care  services  means  services  provided  on  a  part-time 

10  basis  in  the  home  of  the  individual  by  a  respiratory 

11  therapist  or  other  health  care  professional  trained  in 

12  respiratory  therapy  (as  determined  by  the  State),  pay- 

13  ment  for  which  is  not  otherwise  included  within  other 

14  items  and  services  furnished  to  such  individual  as  medi- 

15  cal  assistance  under  the  plan.". 

16  (b)  Waivee  of  Compaeability. — Section  1902(a)(10) 

17  of  such  Act  (42  U.S.C.  1396a(a)(10)),  as  amended  by  sections 

18  641  and  642  of  this  Act,  is  further  amended,  in  the  matter 

19  following  subparagraph  (E) — 

20  (1)  by  striking  "and"  before  "(Vni)"  and  insert- 

21  ing  in  lieu  thereof  a  comma;  and 

22  (2)  by  inserting  before  the  semicolon  at  the  end 

23  thereof  the  following:      and  (IX)  the  making  available 

24  of  respiratory  care  services  in  accordance  with  subsec- 

25  tion  (e)(9)  shall  not,  by  reason  of  this  paragraph  (10), 
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1  require  the  making  available  of  such  services,  or  the 

2  making  available  of  such  services  of  the  same  amount, 

3  duration,  and  scope,  to  any  individuals  not  included 

4  under  subsection  (e)(9)(A),  provided  such  services  are 

5  made  available  (in  the  same  amount,  duration,  and 

6  scope)  to  all  individuals  described  in  such  subsection". 

7  (c)  Effective  Date. — The  amendments  made  by  this 

8  section   shall   apply   to   services   furnished   on   or  after 

9  October  1,  1986. 

10  SEC.  644.  HOLD-HARMLESS  PROVISION  FOR  CHANGE  IN  FED- 

11  ERAL  MEDICAL  ASSISTANCE  PERCENTAGE  FOR 

12  PURPOSES  OF  MEDICAID  PROGRAM. 

13  (a)  In  General. — Section  9528  of  the  Consolidated 

14  Omnibus  Budget  Reconciliation  Act  of  1985  is  amended  by 

15  adding  at  the  end  the  following  new  subsection: 

16  "(c)  Hold-Harmless  Provision. — Notvdthstanding 

17  subsection  (b),  for  calendar  quarters  occurring  during  fiscal 

18  year  1987  and  only  for  purposes  of  making  payment  to  a 

19  State  under  section  1903  of  the  Social  Security  Act,  the 

20  amendments  made  by  subsection  (a)  shall  not  apply  to  a  State 

21  if  the  effect  of  the  applying  the  amendments  would  be  to 

22  reduce  the  amount  of  payment  made  to  the  State  under  that 

23  section.". 

24  (b)  Effective  Date. — The  amendment  made  by  sub- 

25  section  (a)  shall  be  effective  as  though  it  had  been  included  in 
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1  the  Consolidated  Omnibus  Budget  Reconciliation  Act  of  1985 

2  at  the  time  of  its  enactment. 

3  SEC.  645.  NEW  JERSEY  RESPITE  CARE  PILOT  PROJECT. 

4  (a)  Establishment. — The  Secretary  of  Health  and 

5  Human  Services  (in  this  section  referred  to  as  the  "Secre- 

6  tary")  shall  enter  into  an  agreement  with  the  State  of  New 

7  Jersey  for  the  purpose  of  conducting  a  pilot  project  (in  this 

8  section  referred  to  as  the  project)  under  title  XIX  of  the 

9  Social  Security  Act  for  providing  respite  care  services  for — 

10  (1)  elderly  and  disabled  individuals  eligible  for 

11  benefits  under  such  title,  and 

12  (2)  other  elderly  and  disabled  individuals, 

13  for  whom  such  services  are  not  otherwise  reasonably  and  ac- 

14  tually  available  or  provided,  and  who  would  be  reasonably 

15  anticipated  to  require  institutional  care  without  the  availabil- 

16  ity  of  such  services. 

17  (b)  Conditions. — The  agreement  with  the  Secretary 

18  under  this  section  shall — 

19  (1)  provide  that  the  project  shall  be  administered 

20  by  a  State  health  services  agency  designated  for  such 

21  purpose  by  the  Governor  (which  may  be  the  State 

22  agency  administering  or  responsible  for  the  administra- 

23  tion  of  the  State  plan  for  medical  assistance  under  title 

24  XIX  of  the  Social  Security  Act); 
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1  (2)  provide  that  the  agency  designated  shall,  to 

2  the  maximum  extent  feasible,  arrange  for  coordinating 

3  its  activities  under  the  agreement  with  activities  of 

4  other  State  agencies  having  related  responsibilities; 

5  (3)  provide  that  respite  care  services  provided 

6  under  the  project  to  uidividuals  specified  in  subsection 

7  (a)(2)  shall  be  available  without  regard  to  the  income  of 

8  the  individual  requiring  such  services,  but  that  a  rea- 

9  sonable  fee  will  be  charged  (on  a  sliding-scale  basis  re- 

10  lated  to  income)  for  services  provided  to  individuals 

11  who  have  income  (as  determined  in  accordance  with  a 

12  methodology  designated  by  the  State)  in  excess  of  the 

13  income  standard  established  by  the  State  pursuant  to 

14  section  1902(a)(10)(C)(i)(IID  of  the  Social  Security 

15  Act; 

16  (4)  provide  that,  in  making  respite  care  services 

17  available  to  individuals  specified  in  subsection  (a)(2), 

18  special  priority  will  be  given  to  individuals  who  would 

19  be  eligible  for  benefits  under  title  XIX  of  the  Social 

20  Security  Act  upon  institutionalization; 

21  (5)  provide  for  a  system  of  continuing  independent 

22  professional  review  by  an  appropriate  panel,  which  is 

23  not  affiliated  with  the  entity  providing  the  services  in- 

24  volved,  to  assure  that  respite  care  services  provided 
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1  only  to  individuals  reasonably  determined  to  be  in  need 

2  of  such  services; 

3  (6)  provide  for  evaluation  of  the  project  and 

4  review  of  all  agencies  providing  services  under  the 

5  project; 

6  (7)  submit  periodic  reports  to  the  Secretary  as  he 

7  may  require;  and 

8  (8)  meet  such  other  requirements  as  the  Secretary 

9  may  establish  for  the  proper  and  efficient  implementa- 

10  tion  of  the  project. 

11  (c)  Definition. — For  purposes  of  this  section,  the  term 

12  ''respite  care  services"  shall  include — 

13  (1)  short-term  and  intermittent — 

14  (A)  companion  or  sitter  services  (paid  as  well 

15  as  volunteer), 

16  (B)  homemaker  and  personal-care  services, 

17  (C)  adult  day  care, 

18  (D)  inpatient  care,  and 

19  (E)  emergency  respite;  and 

20  (2)  peer  support  and  training  for  family  care- 

21  givers. 

22  (d)  Payments. — The  agreement  under  this  section 

23  shall  be  entered  into  between  the  Secretary  and  the  State 

24  agency  designated  by  the  Governor.  Under  such  agreement 

25  the  Secretary  shall  pay  to  the  State,  as  an  additional  pay- 
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1  ment  under  section  1903  of  the  Social  Security  Act  for  each 

2  quarter,  an  amount  equal  to  50  percent  of  the  reasonable 

3  costs  incurred  (less  the  Federal  share  of  any  related  fees  col- 

4  lected)  by  such  State  during  such  quarter  in  carrying  out  the 

5  project  under  this  section.  The  Federal  payment  shall  not 

6  exceed  $1,000,000  for  fiscal  year  1987,  and  $2,000,000  for 

7  each  of  the  fiscal  years  1988,  1989,  and  1990.  No  payments 

8  shall  be  made  pursuant  to  this  section  for  any  fiscal  year 

9  beginning  after  September  30,  1990. 

10  (e)  DuEATiON. — The  project  under  this  section  shall  be 

11  of  a  maximum  duration  of  four  years,  plus  an  additional  time 

12  period  of  up  to  six  months  for  final  evaluation  and  reporting. 

13  (f)  Repoets. — The  Secretary  shall  submit  annual  re- 

14  ports  to  the  Congress  evaluating  the  project  carried  out 

15  under  this  section,  and  shall  submit  a  final  report  to  the  Con- 

16  gross  not  more  than  six  months  after  receiving  the  final 

17  report  from  the  State  participating  in  such  project. 

18  (g)  Waivers. — The  Secretary  shall  and  is  hereby  au- 

19  thorized  to,  waive  such  requirements,  including  formal  solici- 

20  tation  and  approval  requirements,  as  will  further  the  expedi- 

21  tious  and  effective  implementation  of  this  section. 

22  SEC.  646.  OPTIONAL  PRESUMPTIVE  ELIGIBILITY  PERIOD  FOR 

23  PREGNANT  WOMEN. 

24  (a)  State  Option. — Section  1902(a)  of  such  Act  (42 

25  U.S.C.  1396a(a))  is  amended— 
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1  (1)  by  striking  *'and"  at  the  end  of  paragraph 

2  (45), 

3  (2)  by  striking  the  period  at  the  end  of  paragraph 

4  (46)  and  inserting  in  lieu  thereof     and",  and 

5  (3)  by  adding  at  the  end  the  following: 

6  "(47)  at  the  option  of  the  State,  provide  for 

7  making  ambulatory  prenatal  care  available  to  pregnant 

8  women  during  a  presumptive  eligibility  period  in  ac- 

9  cordance  Avith  section  1920.". 

10  (b)  Peesumptive  Eligibility. — Title  XIX  of  the 

11  Social  Security  Act  is  amended  by  redesignating  section 

12  1920  as  section  1921  and  inserting  after  section  1919  the 

13  following  new  section: 

14  "presumptive  eligibility  for  pregnant  women 

15  "Sec.  1920.  (a)  A  State  plan  approved  under  section 

16  1902  may  provide  for  making  ambulatory  prenatal  care  avail- 

17  able  to  a  pregnant  woman  during  a  presumptive  eligibility 

18  period. 

19  "(b)  For  purposes  of  this  section — 

20  "(1)   the   term    'presumptive   eligibility  period' 

21  means,  with  respect  to  a  pregnant  woman,  the  period 

22  that— 

23  "(A)  begins  with  the  date  on  which  a  quali- 

24  fied  p  ovider  determines,  on  the  basis  of  prelimi- 

25  nary  information,  that  the  family  income  of  the 
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1  woman  does  not  exceed  the  applicable  income 

2  level  of  eligibility  under  the  State  plan,  and 

3  "(B)  ends  with  (and  includes)  the  earlier  of — 

4  **(i)  the  day  on  which  a  determination  is 

5  made  with  respect  to  the  eligibility  of  the 

6  woman  for  medical  assistance  under  the 

7  State  plan,  or 

8  "(ii)  the  day  that  is  45  days  after  the 

9  date  on  which  the  provider  makes  the  deter- 

10  mination  referred  to  in  subparagraph  (A);  and 

11  "(2)  the  term  'qualified  provider'  means  any  pro- 

12  vider  that — 

13  ''(A)  is  eligible  for  payments  under  a  State 

14  plan  approved  under  this  title, 

15  "(B)  provides  services  of  the  type  described 

16  in  subparagraph  (A)  or  (B)  of  section  1905(a)(2)  or 

17  in  section  1905(a)(9), 

18  "(C)  is  determined  by  the  State  agency  to  be 

19  capable  of  making  determinations  of  the  type  de- 

20  scribed  in  paragraph  (1)(A),  and 

21  "CD)(i)  receives  funds  under — 

22  "(I)  section  329  or  section  330  of  the 

23  Public  Health  Service  Act,  or 

24  "(ID  title  V  of  this  Act; 
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1  "(ii)  participates  in  a  program  established 

2  under — 

3  ''a)  section  17  of  the  Child  Nutrition 

4  Act  of  1966,  or 

5  section  4(a)  of  the  Agriculture  and 

6  Consumer  Protection  Act  of  1973;  or 

7  "(iii)    participates    in    a    State  perinatal 

8  program. 

9  ''(c)(1)  The  State  agency  shall  provide  qualified  provid- 

10  ers  with — 

11  "(A)  such  forms  as  are  necessary  for  a  pregnant 

12  woman  to  make  application  for  medical  assistance 

13  under  the  State  plan,  and 

14  ''(B)  information  on  how  to  assist  such  women  in 

15  completing  and  filing  such  forms. 

16  "(2)  A  qualified  provider  that  determines  under  subsec- 

17  tion  (b)(1)(A)  that  a  pregnant  woman  is  presumptively  eligible 

18  for  medical  assistance  under  a  State  plan  shall — 

19  "(A)  notify  the  State  agency  of  the  determination 

20  within  5  working  days  after  the  date  on  which  determi- 

21  nation  is  made,  and 

22  "(B)  inform  the  woman  at  the  time  the  determina- 

23  tion  is  made  that  she  is  required  to  make  application 

24  for  medical  assistance  under  the  State  plan  within  14 
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1  calendar  days  after  the  date  on  which  the  determina- 

2  tion  is  made. 

3  "(3)  A  pregnant  woman  who  is  determined  by  a  quali- 


4  fied  provider  to  be  presumptively  eligible  for  medical  assist- 

5  ance  under  a  State  plan  shall  make  application  for  medical 

6  assistance  under  such  plan  within  14  calendar  days  after  the 

7  date  on  which  the  determination  is  made. 


8  "(d)  Notwithstanding  any  other  provision  of  this  title, 

9  ambulatory  prenatal  care  that — 

10  "(1)  is  furnished  to  a  pregnant  woman — 

11  "(A)  during  a  presumptive  eligibility  period, 

12  "(B)  by  a  qualified  provider;  and 

13  "(2)  is  uicluded  m  the  care  and  services  covered 

14  by  a  State  plan; 

15  shall  be  treated  as  medical  assistance  provided  by  such  plan 

16  for  purposes  of  section  1903.". 

17  (c)  Conforming  Change. — Section  1903(u)(l)CD)  of 

18  such  Act  (42  U.S.C.  1396b(u)(l)(D))  is  amended  by  adding  at 

19  the  end  the  following: 

20  "(v)  In  determining  the  amount  of  erroneous 

21  excess  payments,  there  shall  not  be  included  any 

22  erroneous  payments  made  for  ambulatory  prenatal 

23  care  provided  during  a  presumptive  eligibility 

24  period  (as  defined  in  section  1920(b)(1)).". 
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1  (d)  Effective  Date. — The  amendments  made  by  this 

2  section  shall  apply  to  ambulatory  prenatal  care  furnished  in 

3  calendar  quarters  beginning  on  or  after  April  1,  1987. 

4  Subtitle  C — Miscellaneous  Provisions 

5  SEC.  651.  REQUIREMENT  OF  STATUTORILY  PRESCRIBED  PRO- 

6  CEDURE  TO  PROHIBIT  RETROACTIVE  MODIFI- 

7  CATION  OF  CHILD  SUPPORT  ARREARAGES. 

8  (a)  In  General. — Section  466(a)  of  the  Social  Security 

9  Act  (42  U.S.C.  666(a))  is  amended  by  inserting  between 

10  paragraph  (8)  and  the  matter  following  paragraph  (8),  the 

1 1  following: 

12  "(9)  Procedures  which  insure  that  each  obligation 

13  under  any  child  support  order,  whether  such  order  was 

14  issued  in  such  State  or  in  another  State,  is  fully  en- 

15  forceable  and  entitled  to  full  faith  and  credit  on  and 

16  after  the  date  such  obligation  becomes  due  and  is  not 

17  subject  to  retroactive  modification,  except  that  such 

18  procedures  may  permit  modification  with  respect  to 

19  any  period  during  which  there  is  pending  an  active  ap- 

20  plication  for  modification  but  only  from  the  date  that 

21  notice  of  such  application  has  been  given  to  the  obligee 

22  and  to  the  court  or  other  entity  which  issued  such 

23  order.". 

24  (b)  Effective  Date. — The  amendment  made  by  sub- 

25  section  (a)  shall  be  effective  with  respect  to  any  State  ninety 
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1  days  after  the  close  of  the  first  legislative  session  of  such 

2  State  which  ends  at  least  sixty  days  after  the  date  of  enact- 

3  ment  of  this  Act. 

4  SEC.  652.  HOLD-HARMLESS  PROVISION  FOR  CHANGE  IN  FED- 

5  ERAL  MEDICAL  ASSISTANCE  PERCENTAGE  FOR 

6  PURPOSES  OF  AFDC  PROGRAM. 

7  (a)  In  Geneeal. — Section  9528(c)  of  the  Consolidated 

8  Omnibus  Budget  Reconciliation  Act  of  1985,  as  added  by 

9  section  644  of  this  Act,  is  amended  by  striking  "section 

10  1903"  and  inserting  in  lieu  thereof  "sections  403  and  1903". 

11  (b)  Effective  Date. — The  amendment  made  by  sub- 

12  section  (a)  shall  be  effective  as  though  it  had  been  included  in 

13  the  Consolidated  Omnibus  Budget  Reconciliation  Act  of  1985 

14  at  the  time  of  its  enactment. 

15  TITLE  VI-A— COMMITTEE  ON  FINANCE: 

16  REVENUE  PROVISIONS 

17  TABLE  OF  CONTENTS 

Sec.  661.  Medicare  coverage  of,  and  application  of  hospital  insurance  tax  to,  all 

State  and  local  government  employees. 
Sec.  662.  Increase  in  tax  on  cigarettes. 

18  SEC.  661.  MEDICARE  COVERAGE  OF,  AND  APPLICATION  OF 

19  HOSPITAL  INSURANCE  TAX  TO,  ALL  STATE  AND 

20  LOCAL  GOVERNMENT  EMPLOYEES. 

21  (a)  Application  of  Hospital  Insueance  Tax  to 

22  All  State  and  Local  GIovernment  Employees. — 

23  (1)   In   GENERAL. — Paragraph   (2)    of  section 

24  3121(u)  of  the  Internal  Revenue  Code  of  1954  (relat- 
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1  ing  to  application  of  hospital  insurance  tax  to  Federal, 

2  State,  and  local  employment)  is  amended  by  striking 

3  subparagraphs  (C)  and  (D). 

4  (2)   CONFOEMING   AMENDMENT. — Subparagraph 

5  (A)  of  section  3121(u)(2)  of  such  Code  (relating  to 

6  State  and  local  employment)  is  amended  by  striking 

7  "subparagraphs  (B)  and  (C)"  and  inserting  in  lieu 

8  thereof  "subparagraph  (B)". 

9  (3)  Technical  amendment. — Clause  (i)  of  sec- 

10  tion  3121(u)(2)(B)  of  such  Code  (relating  to  exception 

11  for  certain  services)  is  amended — 

12  (A)  by  striking  "or"  at  the  end  of  subclause 

13  (in), 

14  (B)  by  striking  the  period  at  the  end  of  sub- 

15  clause  (IV)  and  inserting  in  lieu  thereof  ",  or", 

16  and 

17  (C)   by   adding   at   the   end   thereof  the 

18  following: 

19  "(V)  by  an  election  official  or  elec- 

20  tion  worker  if  the  remuneration  paid  in 

21  a  calendar  year  for  such  service  is  less 

22  than  $100.". 

23  (b)    Entitlement    to    Hospital  Insurance 


24  Benefits. — 
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1  (1)  In  general. — Section  210(p)  of  the  Social 

2  Security  Act  is  amended  by  striking  paragraphs  (3)  and 

3  (4). 

4  (2)   Conforming  amendment. — Subparagraph 

5  (B)  of  section  210(p)(l)  of  such  Act  is  amended  by 

6  striking  "paragraphs  (2)  and  (3)"  and  msertuig  in  Heu 

7  thereof  "paragraph  (2)". 

8  (3)  Technical  amendment. — Paragraph  (2)  of 

9  section  210(p)  of  such  Act  is  amended — 

10  (A)  by  striking  "or"  at  the  end  of  subpara- 

11  graph  (C), 

12  (B)  by  striking  the  period  at  the  end  of  sub- 

13  paragraph  (D)  and  insertmg  ui  Heu  thereof  ",  or", 

14  and 

15  (C)  by  inserting  after  subparagraph  (D)  and 

16  before  the  matter  following  such  subparagraph  the 

17  following  new  subparagraph: 

18  "(E)  by  an  election  official  or  election  worker 

19  if  the  remuneration  paid  in  a  calendar  year  for 

20  such  service  is  less  than  $100.". 

21  (c)  Termination  of  Optional  Coverage. — Para- 


22  graph  (3)  of  section  13205(d)  of  the  Consolidated  Omnibus 

23  Budget  Reconciliation  Act  of  1985  (relating  to  effective  date 

24  of  optional  coverage  of  current  employees)  is  amended  by 
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1  striking  "after  March  31,  1986"  and  inserting  in  lieu  thereof 

2  "after  March  31,  1986,  and  before  May  1,  1987". 


3  (d)  Effective  Dates. — 

4  (1)  Hospital  insurance  taxes. — Except  as 

5  provided  in  paragraph  (4),  the  amendments  made  by 

6  subsection  (a)  shall  apply  to  service  performed  after 

7  April  30,  1987. 

8  (2)  Medicare  coverage. — 

9  (A)  In  general. — Except  as  provided  in 

10  paragraph  (4),  the  amendments  made  by  subsec- 

11  tion  (b)  shall  take  effect  after  April  30,  1987. 

12  (B)   Treatment   of   certain  disabil- 

13  ITIES. — For  purposes  of  establishing  entitlement 

14  to  hospital  insurance  benefits  under  part  A  of  title 

15  XVm  of  the  Social  Security  Act  pursuant  to  the 

16  amendments  made  by  subsection  (b)  or  the  provi- 

17  sions  of  subsection  (e),  on  the  basis  of  medicare 

18  qualified  government  employment  (as  defined  in 

19  section  210(p)(l)(B)  of  such  Act),  no  individual 

20  may  be  considered  to  be  under  a  disability  for  any 

21  period  beginning  before  May  1,  1987. 

22  (3)  Termination  of  optional  coverage. — 

23  The  amendment  made  by  subsection  (c)  shall  take 

24  effect  after  April  30,  1987. 
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1  (4)    Election    woekee    exception. — The 

2  amendments  made  by  subsections  (a)(3)  and  (b)(3)  shall 

3  take  effect  as  if  included  in  the  enactment  of  the  Con- 

4  solidated  Omnibus  Budget  Reconciliation  Act  of  1985. 

5  (e)  Teansitional  Peo visions. — 

6  (1)  In  geneeal. — For  purposes  of  sections  226, 

7  226A,  and  1811  of  the  Social  Security  Act,  in  the  case 

8  of  any  individual  who — 

9  (A)  performs  service  during  May  1987  which 

10  constitutes  medicare  qualified  government  employ- 

11  ment  (as  defined  in  section  210(p)(l)(B)  of  such 

12  Act),  and 

13  (B)  performed  service  before  May  1,  1987, 

14  which  would  constitute  such  medicare  qualified 

15  government  employment  if  performed  after  May  1, 

16  1987, 

17  such  individual's  State  and  local  government  employ- 

18  ment  performed  before  May  1,  1987,  shall  be  consid- 

19  ered  to  be  ''employment"  (as  defined  for  purposes  of 

20  title  n  of  such  Act),  but  only  for  the  purpose  of  pro- 

21  viding  the  individual  (or  another  person)  with  entitle- 

22  ment  to  hospital  insurance  benefits  under  part  A  of 

23  title  XVm  of  such  Act. 

24  (2)  Appeopeiations. — There  are  authorized  to 

25  be  appropriated  to  the  Federal  Hospital  Insurance 
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1  Trust  Fund  from  time  to  time  such  sums  as  the  Secre- 

2  tary  of  Health  and  Human  Services  deems  necessary 

3  for  any  fiscal  year,  on  account  of — 

4  (A)  payments  made  or  to  be  made  during 

5  such  fiscal  year  from  such  Trust  Fund  with  re- 

6  spect  to  individuals  who  are  entitled  to  benefits 

7  under  title  X\ilL  of  the  Social  Security  Act 

8  solely   by   reason    of   paragraph    (1)    of  this 

9  subsection, 

10  (B)  the  additional  administrative  expenses  re- 

11  suiting  or  expected  to  result  therefrom,  and 

12  (C)  any  loss  in  interest  to  such  Trust  Fund 

13  resulting  from  the  payment  of  those  amounts, 

14  in  order  to  place  such  Trust  Fund  in  the  same  position 

15  at  the  end  of  such  fiscal  year  as  it  would  have  been  in 

16  if  this  subsection  had  not  been  enacted. 

17  SEC.  662.  INCREASE  IN  TAX  ON  CIGARETTES. 

18  (a)  Rate  of  Tax. — Subsection  (b)  of  section  5701  of 

19  the  Internal  Revenue  Code  of  1954  (relating  to  rate  of  tax  on 

20  cigarettes)  is  amended — 

21  (1)  by  striking  "$8"  in  paragraph  (1)  and  insert- 

22  ing  in  lieu  thereof  "$12";  and 

23  (2)  by  striking  "$16.80"  in  paragraph  (2)  and  in- 

24  serting  in  lieu  thereof  "$25.20". 

25  (b)  Floor  Stocks. — 
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1  (1)  Imposition  of  tax. — On  cigarettes  manu- 

2  factured  in  or  imported  into  the  United  States  which 

3  are  removed  before  October  1,  1986,  and  held  on  such 

4  date  for  sale  by  any  person,  there  shall  be  imposed  the 

5  following  taxes: 

6  (A)   Small   cigarettes. — On  cigarettes, 

7  weighing  not  more  than  3  pounds  per  thousand, 

8  $4  per  thousand; 

9  (B)  Large   cigarettes. — On  cigarettes, 

10  weighing  more  than  3  pounds  per  thousand,  $8.40 

11  per  thousand;  except  that,  if  more  than  6V2 

12  inches  in  length,  they  shall  be  taxable  at  the  rate 

13  prescribed  for  cigarettes  weighing  not  more  than 

14  3  pounds  per  thousand,  counting  each  2%  inches, 

15  or  fraction  thereof,  of  the  length  of  each  as  one 

16  cigarette. 

17  (2)   Liability   for   tax  and   method  of 

18  PAYMENT. — 

19  (A)  Liability  for  tax. — A  person  holding 

20  cigarettes  on  October  1,  1986,  to  which  any  tax 

21  imposed  by  paragraph  (1)  appHes  shall  be  Hable 

22  for  such  tax. 

23  (B)  Method  of  payment. — The  tax  im- 

24  posed  by  paragraph  (1)  shall  be  treated  as  a  tax 

25  imposed  under  section  5701  of  the  Internal  Reve- 
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1  nue  Code  of  1954  and  shall  be  due  and  payable 

2  on  November  17,  1986,  in  the  same  manner  as 

3  the  tax  imposed  under  such  section  is  payable 

4  with  respect  to  cigarettes  removed  on  October  1, 

5  1986. 

6  (3)  Cigarette. — For  purposes  of  this  subsection, 

7  the  term  "cigarette"  shall  have  the  meaning  given  to 

8  such  term  by  subsection  (b)  of  section  5702  of  the  In- 

9  ternal  Revenue  Code  of  1954. 

10  (4)  Exception  for  retail  stocks. — The  taxes 

11  imposed  by  paragraph  (1)  shall  not  apply  to  cigarettes 

12  in  retail  stocks  held  on  October  1,  1986,  at  the  place 

13  where  intended  to  be  sold  at  retail. 

14  (5)  Foreign  trade  zones. — Notwithstanding 

15  the  Act  of  June  18,  1934  (19  TJ.S.C.  81a  et  seq.)  or 

16  any  other  provision  of  law — 

17  (A)  cigarettes — 

18  (i)  on  which  taxes  imposed  by  Federal 

19  law  are  determined,  or  customs  duties  are 

20  liquidated,  by  a  customs  officer  pursuant  to  a 

21  request  made  under  the  first  proviso  of  sec- 

22  tion  3(a)  of  the  Act  of  June  18,  1934  (19 

23  U.S.C.  81c(a))  before  October  1,  1986,  and 
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1  (ii)  which  are  entered  into  the  customs 

2  territory  of  the  United  States  on  or  after  Oc- 

3  tober  1,  1986,  from  a  foreign  trade  zone,  and 

4  (B)  cigarettes  which — 

5  (i)  are  placed  under  the  supervision  of  a 

6  customs  officer  pursuant  to  the  provisions  of 

7  the  second  proviso  of  section  3(a)  of  the  Act 

8  of  June  18,  1934  (19  U.S.C.  81c(a))  before 

9  October  1,  1986,  and 

10  (ii)  are  entered  into  the  customs  terri- 

11  tory   of   the   United   States   on   or  after 

12  October  1,  1986,  from  a  foreign  trade  zone, 

13  shall  be  subject  to  the  tax  imposed  by  paragraph  (1) 

14  and  such  cigarettes  shall,  for  purposes  of  paragraph  (1), 

15  be  treated  as  being  held  on  October  1,  1986,  for  sale. 

16  (c)  Effective  Date. — The  amendments  made  by  sub- 

17  section  (a)  shall  apply  with  respect  to  cigarettes  removed 

18  after  September  30,  1986. 

19  TITLE  VII— GOVERNMENTAL  AFFAIRS 

20  PART  A— POSTAL  SERVICE  MATTERS 

21  SEC.    701.   METHOD    OF   COMPUTING   FORGONE  REVENUE 

22  RESULTING  FROM  REDUCED  POSTAGE  RATES. 

23  (a)  In  General.— Section  3626  of  title  39,  United 

24  States  Code,  is  amended  by  adding  at  the  end  thereof  the 

25  following  new  subsection: 


•S  2706  PCS 


124 

1  "(i)(l)  For  the  purposes  of  this  subsection — 

2  "(A)  the  term  'regular  rate  category  of  mail' 

3  means  a  class  of  mail  or  kind  of  mailer  which  is  not 

4  covered  by  the  provisions  of  law  referred  to  in  section 

5  2401(c)  of  this  title;  and 

6  "(B)  the  term  'reduced  rate  category  of  mail' 

7  means  a  class  of  mail  or  kind  of  mailer  for  which  rate 

8  schedules  are  established  pursuant  to  subsection  (a)  of 

9  this  section. 

10  "(2)  The  assumption  prescribed  in  paragraph  (3)  shall  be 

1 1  used  for  the  purposes  of — 

12  "(A)  distinguishing  the  costs  expected  to  be  recov- 

13  ered  under  this  subchapter  from  rates  and  fees  charged 

14  for  reduced  rate  categories  of  mail  from  the  costs  ex- 

15  pected  to  be  recovered  under  this  subchapter  from 

16  rates  and  fees  charged  for  regular  rate  categories  of 

17  mail;  and 

18  "(B)  determining  the  amount  of  any  appropriation 

19  to  be  requested  for  a  fiscal  year  under  section  2401(c) 

20  of  this  title  with  respect  to  the  reduced  rate  categories 

21  of  mail. 

22  "(3)  For  the  purposes  stated  in  paragraph  (2)  of  this 

23  subsection,  it  shall  be  assumed  that  the  total  amount  of  post- 
24  age  and  appropriations  expected  to  be  received  with  respect 
25  to  each  reduced  rate  category  of  mail  bears  the  same  ratio  to 
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1  the  costs  attributed  (pursuant  to  subsection  (a))  to  each  re- 

2  duced  rate  category  of  mail  as  the  amount  of  the  revenues 

3  expected  to  be  received  from  the  use  of  the  most  closely  cor- 

4  responding  regular  rate  category  of  mail  (as  estimated  in  de- 

5  termining  the  rates  for  such  category)  bears  to  the  costs  at- 

6  tributed  (pursuant  to  section  3622(b)(3)  of  this  title)  to  that 

7  category.". 

8  (b)    CONFOEMING   AMENDMENT. — SectioU    2401(c)  of 

9  title  39,  United  States  Code,  is  amended  by  inserting  "(a)- 

10  (h)"  after  "3626"  in  the  first  sentence. 

11  (c)  Effective  Date. — The  amendments  made  by  sub- 

12  sections  (a)  and  (b)  shall  take  effect  on  the  earlier  of — 

13  (1)  January  1,  1989;  or 

14  (2)  the  effective  date  of  the  first  general  change  in 

15  postage  rates  and  postal  fees  taking  effect  under  sec- 

16  tion  3625  of  title  39,  United  States  Code,  on  or  after 

17  the  date  of  the  enactment  of  this  Act. 

18  PART  B— FEDERAL  EMPLOYEES  RETIREMENT 

19  SYSTEM 

20  SEC.  711.  ELECTIONS  TO  PARTICIPATE  IN  THE  FEDERAL 

2 1  EMPLOYEES'  RETIREMENT  SYSTEM . 

22  (a)  Elections  for  Individuals  Subject  to  the 

23  Civil  Service  Retirement  and  Disability  System. — 

24  Section  301(a)  of  the  Federal  Employees'  Retirement  System 

25  Act  of  1986  (Public  Law  99-335)  is  amended— 
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1  (1)  by  striking  out  ''June  30,  1987,"  each  place  it 

2  appears  in  paragraphs  (1)(A)  and  (2)(A)  and  inserting 

3  in  lieu  thereof  "March  31,  1987,";  and 

4  (2)  by  striking  out  "July  1,  1987,"  in  paragraph 

5  (1)(B)  and  inserting  in  lieu  thereof  "April  1,  1987,". 

6  (b)  Elections  foe  Certain  Individuals  Seeving 

7  Continuously  Since  December  31,   1983. — Section 

8  301(b)(1)  of  the  Federal  Employees'  Retirement  System  Act 

9  of  1986  (PubHc  Law  99-335)  is  amended  by  striking  out 

10  "June  30,  1987,"  and  inserting  in  lieu  thereof  "March  31, 

11  1987,". 

12  (c)  Elections  to  Participate  in  Thrift  Savings 

13  Plan. — Section  206(b)  of  the  Federal  Employees'  Retire- 

14  ment  System  Act  of  1986  (Public  Law  99-335)  is  amended 

15  to  read  as  follows: 

16  "(b)  Notwithstanding  subsection  (a)(2)  of  section  8351  of 

17  title  5,  United  States  Code  (as  added  by  subsection  (a)(1)),  an 

18  election  may  first  be  made  by  an  employee  of  the  Federal 

19  Government  or  a  Member  of  Congress  under  such  section 

20  during  an  election  period  prescribed  for  the  purposes  of  this 

21  subsection  by  the  Executive  Director  of  the  Federal  Retire- 

22  ment  Thrift  Investment  Board.  Such  period  shall  begin  on 

23  April  1,  1987.". 
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1  PART  C— PROGRAM  CIVIL  FRAUD 

2  SEC.  721.  SHORT  TITLE. 

3  This  part  may  be  cited  as  the  'Trogram  Civil  Fraud 

4  Remedies  Act  of  1986". 

5  SEC.  722.  FINDINGS  AND  PURPOSES. 

6  (a)  Findings. — The  Congress  finds  that — 

7  (1)  false,  fictitious,  and  fraudulent  claims  and 

8  statements  in  Grovernment  programs  are  a  serious 

9  problem; 

10  (2)  false,  fictitious,  and  fraudulent  claims  and 

11  statements  in  Government  programs  result  in  the  loss 

12  of  millions  of  dollars  annually  by  allowing  persons  to 

13  receive  Federal  funds  to  which  they  are  not  entitled; 

14  (3)  false,  fictitious,  and  fraudulent  claims  and 

15  statements  in  Government  programs  undermine  the  in- 

16  tegrity  of  such  programs  by  allowing  ineligible  persons 

17  to  participate  ui  such  programs;  and 

18  (4)  present  civil  and  criminal  remedies  for  such 

19  claims  and  statements  are  not  sufficiently  responsive. 

20  (b)  PuEPOSES. — The  purposes  of  this  part  are — 

21  (1)  to  provide  Federal  agencies  which  are  the  vic- 

22  tims  of  false,  fictitious,  and  fraudulent  claims  and  state- 

23  ments  with  an  administrative  remedy  to  recompense 

24  such  agencies  for  losses  resulting  from  such  claims  and 

25  statements,  to  permit  administrative  proceedings  to  be 
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1  brought  against  persons  who  make,  present,  or  submit 

2  such  claims  and  statements,  and  to  deter  the  making, 

3  presenting,  and  submitting  of  such  claims  and  state- 

4  ments  in  the  future;  and 

5  (2)  to  provide  due  process  protections  to  all  per- 

6  sons  who  are  subject  to  the  administrative  adjudication 

7  of  false,  fictitious,  or  fraudulent  claims  or  statements. 

8  SEC.  723.  PROVISION  OF  ADMINISTRATIVE  REMEDIES  FOR 

9  FALSE  CLAIMS  AND  STATEMENTS. 

10  (a)  Establishment  of  Remedies. — Title  5,  United 

11  States  Code,  is  amended  by  inserting  after  chapter  7  the  fol- 

12  lowing  new  chapter: 

13  "CHAPTER  8— ADMINISTRATIVE  REMEDIES 

14  FOR  FALSE  CLAIMS  AND  STATEMENTS 


"Sec. 

"801.  Definitions. 

"802.  False  claims  and  statements;  liability. 

"803.  Hearing  and  determinations. 

"804.  Subpoena  authority. 

"805.  Judicial  review. 

"806.  Collection  of  civil  penalties  and  assessments. 

"807.  Right  to  setoff. 

"808.  Limitations. 

"809.  Regulations. 

"810.  Reports. 

"811.  Effect  on  other  law. 

"812.  Prohibition  against  delegation. 

15  "§  801.  Definitions 


16  "(a)  For  purposes  of  this  chapter — 

17  "(1)  'authority'  means — 

18  "(A)  an  executive  department; 

19  "(B)  a  military  department; 
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1  ''(C)  an  establishment  (as  such  term  is  de- 

2  fined  in  section  11(2)  of  the  Inspector  General 

3  Act  of  1978)  which  is  not  an  executive  depart- 

4  ment;  and 

5  "(D)  the  United  States  Postal  Service; 

6  "(2)  'authority  head'  means — 

7  "(A)  the  head  of  an  authority;  or 

8  "(B)  an  official  or  employee  of  the  authority 

9  designated,  in  regulations  promulgated  by  the 

10  head  of  the  authority,  to  act  on  behalf  of  the  head 

11  of  the  authority; 

12  "(3)  'claim'  means  any  request,  demand,  or  sub- 

13  mission — 

14  "(A)  made  to  an  authority  for  property,  serv- 

15  ices,   or  money  (including  money  representing 

16  grants,  loans,  insurance,  or  benefits); 

17  "(B)  made  to  a  recipient  of  property,  serv- 

18  ices,  or  money  from  an  authority  or  to  a  party  to 

19  a  contract  with  an  authority — 

20  "(i)  for  property  or  services  if  the 

21  United  States— 

22  "(I)   provided   such   property  or 

23  services; 
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1  "(II)  provided  any  portion  of  the 

2  funds  for  the  purchase  of  such  property 

3  or  services;  or 

4  "(ILL)  will  reimburse  such  recipient 

5  or  party  for  the  purchase  of  such  prop- 

6  erty  or  services;  or 

7  "(ii)  for  the  payment  of  money  (includ- 

8  ing  money  representing  grants,  loans,  insur- 

9  ance,  or  benefits)  if  the  United  States — 

10  "(I)  provided  any  portion  of  the 

11  money  requested  or  demanded;  or 

12  "(II)  will  reimburse  such  recipient 

13  or  party  for  any  portion  of  the  money 

14  paid  on  such  request  or  demand;  or 

15  "(C)  made  to  an  authority  which  has  the 

16  effect  of  decreasing  an  obligation  to  pay  or  ac- 

17  count  for  property,  services,  or  money, 

18  except  that  such  term  does  not  include  any  claim  made 

19  in  any  return  of  tax  imposed  by  the  Internal  Kevenue 

20  Code  of  1954; 

21  "(4)  'hearing  examiner'  means — 

22  "(A)  in  the  case  of  an  authority  to  which  the 

23  provisions  of  subchapter  11  of  chapter  5  of  this 

24  title  apply,  an  administrative  law  judge  appointed 

25  in  the  authority  pursuant  to  section  3105  of  this 
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1  title  or  detailed  to  the  authority  pursuant  to  sec- 

2  tion  3344  of  this  title;  or 

3  "(B)  in  the  case  of  an  authority  to  which  the 

4  provisions  of  such  subchapter  do  not  apply,  an  of- 

5  ficer  or  employee  of  the  authority  who — 

6  "(i)  is  selected  under  chapter  33  of  this 

7  title  pursuant  to  the  competitive  examination 

8  process    applicable   to   administrative  law 

9  judges; 

10  "(ii)  is  appointed  by  the  authority  head 

11  to  conduct  hearings  under  section  803  of  this 

12  title; 

13  "(iii)  is  assigned  to  cases  in  rotation  so 

14  far  as  practicable; 

15  "(iv)  may  not  perform  duties  inconsist- 

16  ent  with  the  duties  and  responsibiHties  of  a 

17  hearing  examiner; 

18  "(v)  is  entitled  to  pay  prescribed  by  the 

19  Office  of  Personnel  Management  independ- 

20  ently  of  ratings  and  recommendations  made 

21  by  the  authority  and  in  accordance  with 

22  chapter  51  of  this  title  and  subchapter  EI  of 

23  chapter  53  of  this  title; 
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1  "(vi)  is  not  subject  to  performance  ap- 

2  praisal  pursuant  to  chapter  43  of  this  title; 

3  and 

4  "(vii)  may  be  removed,  suspended,  fur- 

5  loughed,  or  reduced  in  grade  or  pay  only  for 

6  good  cause  established  and  determined  by 

7  the  Merit  Systems  Protection  Board  on  the 

8  record  after  opportunity  for  hearing  by  such 

9  Board; 

10  "(5)  'investigating  official'  means  an  individual 

11  who— 

12  **(A)(i)  in  the  case  of  an  authority  in  which 

13  an  Office  of  Inspector  General  is  established  by 

14  the  Inspector  General  Act  of  1978  or  by  any 

15  other  Federal  law,  is  the  Inspector  General  of 

16  that  authority  or  an  officer  or  employee  of  such 

17  Office  designated  by  the  Inspector  General; 

18  "(ii)  in  the  case  of  an  authority  in  which  an 

19  Office  of  Inspector  General  is  not  established  by 

20  the  Inspector  General  Act  of  1978  or  by  any 

21  other  Federal  law,  is  an  officer  or  employee  of  the 

22  authority  designated  by  the  authority  head  to  con- 

23  duct  investigations  under  section  803(a)(1)  of  this 

24  title;  or 
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1  *'(iii)  in  the  case  of  a  military  department,  is 

2  the  Inspector  General  of  the  Department  of  De- 

3  fense  or  an  officer  or  employee  of  the  Office  of  In- 

4  spector  General  of  the  Department  of  Defense 

5  who  is  designated  by  the  Inspector  General;  and 

6  "(B)  who,  if  a  member  of  the  Armed  Forces 

7  of  the  United  States  on  active  duty,  is  serving  in 

8  grade  0-7  or  above  or,  if  a  civilian  employee,  is 

9  serving  in  a  position  for  which  the  rate  of  basic 

10  pay  is  not  less  than  the  minimum  rate  of  basic 

11  pay  for  grade  GS-16  or  above  under  the  General 

12  Schedule; 

13  "(6)  'knows  or  has  reason  to  know',  for  purposes 

14  of  establishing  liability  under  section  802,  means  that  a 

15  person,  with  respect  to  a  claim  or  statement — 

16  "(A)  has  actual  knowledge  that  the  claim  or 

17  statement  is  false,  fictitious,  or  fraudulent; 

18  ''(B)  acts  in  deliberate  ignorance  of  the  truth 

19  or  falsity  of  the  claim  or  statement;  or 

20  "(C)  acts  in  reckless  disregard  of  the  truth  or 

21  falsity  of  the  claim  or  statement. 

22  "(7)  'person'  means  any  individual,  partnership, 

23  corporation,  association,  or  private  organization; 

24  "(8)  'reviewing  official'  means  any  officer  or  em- 

25  ployee  of  an  authority — 
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1  "(A)  who  is  designated  by  the  authority  head 

2  to  make  the  determination  required  under  section 

3  803(a)(2)  of  this  title; 

4  "(B)  who,  if  a  member  of  the  Armed  Forces 

5  of  the  United  States  on  active  duty,  is  serving  in 

6  grade  0-7  or  above  or,  if  a  civiUan  employee,  is 

7  serving  in  a  position  for  which  the  rate  of  basic 

8  pay  is  not  less  than  the  minimum  rate  of  basic 

9  pay  for  grade  (tS-16  or  above  under  the  General 

10  Schedule;  and 

11  "(C)  who  is— 

12  "(i)  not  subject  to  supervision  by,  or  re- 

13  quired  to  report  to,  the  investigating  official; 

14  and 

15  "(ii)  not  employed  in  the  organizational 

16  unit  of  the  authority  in  which  the  investigat- 

17  ing  official  is  employed;  and 

18  "(9)  'statement'  means  any  v^itten  representation, 

19  certification,  affirmation,  document,  record,  or  account- 

20  ing  or  bookkeeping  entry — 

21  "(A)  with,  respect  to  a  claim;  or 

22  "(B)  with  respect  to— 

23  "(i)  a  contract  with,  or  a  bid  or  proposal 

24  for  a  contract  with; 

25  "(ii)  a  grant,  loan,  or  benefit  from; 


•S  2706  PCS 


135 

1  *'(iii)  an  application  for  insurance  from; 

2  or 

3  "(iv)   an   application   for  employment 

4  with, 

5  an  authority,  or  any  State,  political  subdi^/ision  of 

6  a  State,  or  other  party  acting  on  behalf  of,  or 

7  based   upon   the   credit   or   guarantee   of,  an 

8  authority, 

9  except  that  such  term  does  not  include  any  statement 

10  made  in  any  return  of  tax  imposed  by  the  Internal 

11  Ee venue  Code  of  1954. 

12  "(b)  For  purposes  of  paragraph  (3)  of  subsection  (a) — 

13  *'(1)  each  voucher,  invoice,  claim  form,  or  other 

14  uidividual  request  or  demand  for  property,  services,  or 

15  money  constitutes  a  separate  claim; 

16  "(2)  each  claim  for  property,  services,  or  money  is 

17  subject  to  ^his  chapter  regardless  of  whether  such 

18  property,  services,  or  money  is  actually  delivered  or 

19  paid;  and 

20  "(3)  a  claim  shall  be  considered  made,  presented, 

21  or  submitted  to  a4  authority,  recipient,  or  party  when 

22  such  claim  is  actually  made  to  an  agent,  fiscal  interme- 

23  diary,  or  other  entity,  including  any  State  or  pohtical 

24  subdivision  thereof,  actuig  for  or  on  behalf  of  such  au- 

25  thority,  recipient,  or  party. 
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1  "(c)  For  purposes  of  paragraph  (9)  of  subsection  (a) — 

2  "(1)  each  written  representation,  certification,  or 

3  affirmation  constitutes  a  separate  statement;  and 

4  "(2)  a  statement  shall  be  considered  made,  pre- 

5  sented,  or  submitted  to  an  authority  when  such  state- 

6  ment  is  actually  made  to  an  agent,  fiscal  intermediary, 

7  or  other  entity,  including  any  State  or  political  subdivi- 

8  sion  thereof,  acting  for  or  on  behalf  of  such  authority. 

9  "§  802.  False  claims  and  statements;  liability 

10  "(a)(1)  Any  person  who  makes,  presents,  or  submits,  or 

11  causes  to  be  made,  presented,  or  submitted,  a  claim  that  the 

12  person  knows  or  has  reason  to  know — 

13  "(A)  is  false,  fictitious,  or  fraudulent; 

14  "(B)  includes  or  is  supported  by  any  statement 

15  which  is  described  in  clause  (i)  or  (ii)  of  paragraph 

16  (2)(A);  or 

17  "(C)  is  for  payment  for  the  provision  of  property 

18  or  services  which  the  person  has  not  provided  as 

19  claimed, 


20  shall  be  subject  to,  in  addition  to  any  other  remedy  that  may 

21  be  prescribed  by  law,  a  civil  penalty  of  not  more  than 

22  $10,000  for  each  such  claim.  Except  as  provided  in  para- 

23  graph  (3)  of  this  subsection,  such  person  shall  also  be  subject 

24  to  an  assessment,  in  lieu  of  damages  sustained  by  the  United 

25  States  because  of  such  claim,  of  not  more  than  twice  the 
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1  amount  of  such  claim,  or  the  portion  of  such  claim,  which  is 

2  determined  under  this  chapter  to  be  in  violation  of  the  pre- 

3  ceding  sentence. 

4  ''(2)  Any  person  who  makes,  presents,  or  submits,  or 

5  causes  to  be  made,  presented,  or  submitted,  a  written  state- 

6  ment  that — 

7  "(A)  the  person  knows  or  has  reason  to  know — 

8  **(i)  asserts  a  material  fact  which  is  false,  fic- 

9  titious,  or  fraudulent;  or 

10  "(ii)(I)  omits  a  material  fact; 

11  "(n)  as  a  result  of  such  omission,  such  state- 

12  ment  is  false,  fictitious,  or  fraudulent;  and 

13  "(ill)  the  person  making,  presenting,  or  sub- 

14  mitting  such  statement  has  a  duty  to  include  such 

15  material  fact  in  the  statement;  and 

16  ''(B)  contains  or  is  accompanied  by  an  express 

17  certification  or  affirmation  of  the  truthfulness  and  accu- 

18  racy  of  the  contents  of  the  statement, 

19  shall  be  subject  to,  in  addition  to  any  other  remedy  that  may 

20  be  prescribed  by  law,  a  civil  penalty  of  not  more  than 

21  $10,000  for  each  such  statement. 

22  "(3)  An  assessment  shall  not  be  made  under  the  second 

23  sentence  of  paragraph  (1)  with  respect  to  a  claun  if  pa3nnent 

24  by  the  Government  has  not  been  made  on  such  claim  prior  to 
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1  the  date  on  which  a  notice  is  issued  with  respect  to  such 

2  claim  under  section  803(d)(1)  of  this  title. 

3  "(b)(1)  Except  as  provided  in  paragraphs  (2)  and  (3)  of 

4  this  subsection — 

5  "(A)  a  determination  under  section  803(a)(2)  of 

6  this  title  that  there  is  adequate  evidence  to  believe  that 

7  a  person  is  liable  under  subsection  (a)  of  this  section,  or 

8  "(B)  a  determination  under  section  803  of  this 

9  title  that  a  person  is  Hable  under  subsection  (a)  of  this 

10  section, 

11  may  provide  the  authority  with  grounds  for  commencing  any 

12  administrative  or  contractual  action  against  such  person 

13  which  is  authorized  by  law  and  which  is  in  addition  to  any 

14  action  against  such  person  under  this  chapter. 

15  "(2)  A  determination  referred  to  in  paragraph  (1)  of  this 

16  subsection  may  be  used  by  the  authority,  but  shall  not  require 

17  such  authority,  to  commence  any  administrative  or  contrac- 

18  tual  action  which  is  authorized  by  law. 

19  "(3)  In  the  case  of  an  administrative  or  contractual 

20  action  to  suspend  or  debar  any  person  who  is  eligible  to  enter 

21  into  contracts  with  the  Federal  Grovernment,  a  determination 

22  referred  to  in  paragraph  (1)  of  this  subsection  shall  not  be 

23  considered  as  a  conclusive  determination  of  such  person's  re- 

24  sponsibility  pursuant  to  Federal  procurement  laws  and 

25  regulations. 
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1  "§  803.  Hearing  and  determinations 

2  "(a)(1)  The  investigating  official  of  an  authority  may  in- 

3  vesti^te  allegations  that  a  person  is  liable  under  section  802 

4  of  this  title  and  shall  report  the  findings  and  conclusions  of 

5  such  investigation  to  the  reviewing  official  of  the  authority. 

6  The  preceding  sentence  does  not  modify  any  responsibility  of 

7  an  investigating  official  to  report  violations  of  criminal  law  to 

8  the  Attorney  General. 

9  "(2)  If  the  reviewing  official  of  an  authority  determines, 

10  based  upon  the  report  of  the  investigating  official  under  para- 

11  graph  (1)  of  this  subsection,  that  there  is  adequate  evidence 

12  to  believe  that  a  person  is  liable  under  section  802  of  this 

13  title,  the  reviewing  official  shall  transmit  to  the  Attorney 

14  General  a  written  notice  of  the  intention  of  such  official  to 

15  refer  the  allegations  of  such  liability  to  a  hearing  examiner  of 

16  such  authority.  Such  notice  shall  include — 

17  **(A)  a  statement  of  the  reasons  of  the  reviewing 

18  official  for  the  referral  of  such  allegations; 

19  "(B)  a  statement  specifying  the  evidence  which 

20  supports  such  allegations; 

21  "(C)  a  description  of  the  claims  or  statements  for 

22  which  liability  under  section  802  of  this  title  is  alleged; 

23  "(D)  an  estimate  of  the  amount  of  money  or  the 

24  value  of  property  or  services  requested  or  demanded  in 

25  violation  of  section  802  of  this  title;  and 
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1  "(E)  a  statement  of  any  exculpatory  or  mitigating 

2  circumstances  which  may  relate  to  such  claims  or 

3  statements. 

4  (b)(1)  Within  90  days  after  receipt  of  a  notice  from  a 


5  reviewing  official  under  paragraph  (2)  of  subsection  (a),  the 

6  Attorney  General  or  an  Assistant  Attorney  General  designat- 

7  ed  by  the  Attorney  General  shall  transmit  a  written  state- 

8  ment  to  the  reviewing  official  which  specifies — 


9  "(A)  that  the  Attorney  General  or  such  Assistant 

10  Attorney  General  approves  or  disapproves  the  referral 

11  to  a  hearing  examiner  of  the  allegations  of  liability 

12  stated  in  such  notice; 

13  "(B)  in  any  case  in  which  the  referral  of  allega- 

14  tions  is  approved,  that  the  initiation  of  a  proceeding 

15  under  section  803  of  this  title  with  respect  to  such  al- 

16  legations  is  appropriate;  and 

17  "(C)  in  any  case  in  which  the  referral  of  allega- 

18  tions  is  disapproved,  the  reasons  for  such  disapproval. 

19  "(2)  A  reviewing  official  may  refer  allegations  of  liabil- 


20  ity  to  a  hearing  examiner  only  if  the  Attorney  General  or  an 

21  Assistant  Attorney  General  designated  by  the  Attorney  Gen- 

22  eral  approves  the  referral  of  such  allegations  in  accordance 

23  with  paragraph  (1)  of  this  subsection. 

24  "(3)  If  the  Attorney  General  or  an  Assistant  Attorney 

25  General  designated  by  the  Attorney  General  transmits  to  an 
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1  authority  head  a  written  finding  that  the  continuation  of  any 

2  hearing  under  this  section  with  respect  to  a  claim  or  state- 

3  ment  may  adversely  affect  any  pending  or  potential  criminal 

4  or  civil  action  related  to  such  claim  or  statement,  such  hear- 

5  ing  shall  be  immediately  stayed  and  may  be  resumed  only 

6  upon  written  authorization  of  the  Attorney  Grcneral. 

7  "(c)  No  allegations  of  liabihty  under  section  802  of  this 

8  title  with  respect  to  any  claim  made,  presented,  or  submitted 

9  by  any  person  shall  be  referred  to  a  hearing  examiner  under 

10  paragraph  (2)  of  subsection  (b)  if  the  reviewing  official  deter- 

11  mines  that — 

12  ''(1)  an  amount  of  money  in  excess  of  $100,000; 

13  or 

14  "(2)  property  or  services  with  a  value  in  excess  of 

15  $100,000, 

16  is  requested  or  demanded  in  violation  of  section  802  of  this 

17  title  in  such  claim  or  in  a  group  of  related  claims  which  are 

18  submitted  at  the  time  such  claim  is  submitted. 

19  "(d)(1)  On  the  date  on  which  a  reviewing  official  is  per- 

20  mitted  to  refer  allegations  of  Hability  to  a  hearing  examiner 

21  under  subsection  (b)  of  this  section,  the  reviewing  official 

22  shall  mail,  by  registered  or  certified  mail,  or  shall  deliver,  a 

23  notice  to  the  person  alleged  to  be  liable  under  section  802  of 

24  this  title.  Such  notice  shall  specify  the  allegations  of  HabiHty 
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1  against  such  person  and  shall  state  the  right  of  such  person  to 

2  request  a  hearing  with  respect  to  such  allegations. 

3  "(2)  If,  within  30  days  after  receiving  a  notice  under 

4  paragraph  (1)  of  this  subsection,  the  person  receiving  such 

5  notice  requests  a  hearing  with  respect  to  the  allegations  con- 

6  tained  in  such  notice — 

7  "(A)  the  reviewing  official  shall  refer  such  allega- 

8  tions  to  a  hearing  examiner  for  the  conunencement  of 

9  such  hearing;  and 

10  "(B)  the  hearing  examiner  shall  commence  such 

11  hearing  by  mailing  by  registered  or  certified  mail,  or  by 

12  delivery,  of  a  notice  which  complies  with  paragraphs 

13  (2)(A)  and  (3)CB)(i)  of  subsection  (g)  to  such  person. 

14  "(e)(1)(A)  Except  as  provided  in  subparagraph  (B)  of 

15  this  paragraph,  at  any  time  after  receiving  a  notice  under 

16  paragraph  (2)(B)  of  subsection  (d),  the  person  receiving  such 

17  notice  shall  be  entitled  to  review,  and  upon  payment  of  a 

18  reasonable  fee  for  duplication,  shall  be  entitled  to  obtain  a 

19  copy  of,  all  relevant  and  material  documents,  transcripts, 

20  records,  and  other  materials,  which  relate  to  such  allegations 

21  and  upon  which  the  findings  and  conclusions  of  the  investi- 

22  gating  official  under  paragraph  (1)  of  subsection  (a)  are  based. 

23  "(B)  A  person  is  not  entitled  under  subparagraph  (A)  to 

24  review  and  obtain  a  copy  of  any  document,  transcript,  record, 

25  or  material  which — 
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1  "(i)  is  privileged  under  Federal  or  State  law;  or 

2  "(ii)  is   an  interagency  or  intraagency  letter, 

3  memorandum,  analysis,  or  other  material  which  would 

4  not  be  available  by  law  to  a  party  other  than  an 

5  agency  in  a  legal  action  to  which  an  agency  is  a  party. 

6  "(2)  At  any  time  after  receiving  a  notice  under  para- 


7  graph  (2)(B)  of  subsection  (d),  the  person  receiving  such 

8  notice  shall  be  entitled  to  obtain  all  exculpatory  information 

9  in  the  possession  of  the  investigating  official  or  the  reviewing 

10  official  relating  to  the  allegations  contained  in  such  notice. 

11  The  provisions  of  subparagraph  (B)  of  paragraph  (1)  do  not 

12  apply  to  any  document,  transcript,  record,  or  other  material, 

13  or  any  portion  thereof,  in  which  such  exculpatory  information 

14  is  contained. 

15  "(f)  Any  hearuig  commenced  under  paragraph  (2)  of 

16  subsection  (d)  shall  be  conducted  by  the  hearing  examiner  on 

17  the  record  in  order  to  determine — 

18  "(1)  the  liability  of  a  person  under  section  802  of 

19  this  title;  and 

20  "(2)  if  a  person  is  determined  to  be  liable  under 

21  such  section,  the  amount  of  any  civil  penalty  and  as- 

22  sessment  to  be  imposed  on  such  person. 

23  Any  such  determination  shall  be  based  on  the  preponderance 

24  of  the  evidence. 
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1  "(g)(1)  Each  hearing  under  subsection  (f)  of  this  section 

2  shall  be  conducted — 

3  "(A)  in  the  case  of  an  authority  to  which  the  pro- 

4  visions  of  subchapter  11  of  chapter  5  of  this  title  apply, 

5  in  accordance  with — 

6  "(i)  the  provisions  of  such  subchapter  to  the 

7  extent  that  such  provisions  are  not  inconsistent 

8  v^th  the  provisions  of  this  chapter;  and 

9  '*(ii)  procedures  promulgated  by  the  authority 

10  head  under  paragraph  (3)  of  this  subsection;  or 

11  "(B)  in  the  case  of  an  authority  to  which  the  pro- 

12  visions  of  such  subchapter  do  not  apply,  in  accordance 

13  with  procedures  promulgated  by  the  authority  head 

14  under  paragraphs  (2)  and  (3)  of  this  subsection. 

15  "(2)  An  authority  head  of  an  authority  described  in  sub- 

16  paragraph  (B)  of  paragraph  (1)  shall  by  regulation  promul- 

17  gate  procedures  for  the  conduct  of  hearings  under  this  chap- 

18  ter.  Such  procedures  shall  include: 

19  "(A)  The  provision  of  written  notice  of  the  hear- 

20  ing  to  any  person  alleged  to  be  liable  under  section 

21  802  of  this  title,  including  written  notice  of — 

22  "(i)  the  time,  place,   and  nature  of  the 

23  hearing; 

24  ''(ii)  the  legal  authority  and  jurisdiction  under 

25  which  the  hearing  is  to  be  held;  and 
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1  "(iii)  the  matters  of  facts  and  law  to  be 

2  asserted. 

3  ''(B)  The  provision  to  any  person  alleged  to  be 

4  Hable  under  section  802  of  this  title  of  opportunities  for 

5  the  submission  of  facts,  arguments,  offers  of  settlement, 

6  or  proposals  of  adjustment. 

7  **(C)  Procedures  to  ensure  that  the  hearing  exam- 

8  iner  shall  not,  except  to  the  extent  required  for  the  dis- 

9  position  of  ex  parte  matters  as  authorized  by  law — 

10  "(i)  consult  a  person  or  party  on  a  fact  in 

11  issue,  unless  on  notice  and  opportunity  for  all 

12  parties  to  the  hearing  to  participate;  or 

13  "(ii)  be  responsible  to  or  subject  to  the  super- 

14  vision  or  direction  of  the  investigating  official  or 

15  the  reviewing  official. 

16  "(D)  Procedures  to  ensure  that  the  investigating 

17  official  and  the  reviewing  official  do  not  participate  or 

18  advise  in  the  decision  required  under  subsection  (h)  of 

19  this  section  or  the  review  of  the  decision  by  the  au- 

20  thority  head  under  subsection  (i)  of  this  section,  except 

21  as  provided  in  subsection  (j)  of  this  section. 

22  "(E)  The  provision  to  any  person  alleged  to  be 

23  Hable  under  section  802  of  this  title  of  opportunities  to 

24  present  such  person's  case  through  oral  or  documenta- 

25  ry  evidence,  to  submit  rebuttal  evidence,  and  to  con- 
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1  duct  such  cross-examination  as  may  be  required  for  a 

2  full  and  true  disclosure  of  the  facts. 

3  "(F)  Procedures  to  permit  any  person  alleged  to 

4  be  liable  under  section  802  of  this  title  to  be  accompa- 

5  nied,  represented,  and  advised  by  counsel  or  such  other 

6  qualified  representative  as  the  authority  head  may 

7  specify  in  such  regulations. 

8  "(G)  Procedures  to  ensure  that  the  hearing  is  con- 

9  ducted  in  an  impartial  manner,  including  procedures 
10  to- 
ll "(i)  permit  the  hearing  examiner  to  at  any 

12  time  disqualify  himself;  and 

13  **(ii)  permit  the  filing,  in  good  faith,  of  a 

14  timely  and  sufficient  affidavit  alleging  personal 

15  bias  or  another  reason  for  disqualification  of  a 

16  hearing  examiner  or  a  reviewing  official. 

17  "(3)(A)  Each  authority  head  shall  promulgate  by  regula- 


18  tion  procedures  described  in  subparagraph  (B)  of  this  para- 

19  graph  for  the  conduct  of  hearings  under  this  chapter.  Such 

20  procedures  shall  be  in  addition  to  the  procedures  described  in 

21  paragraph  (1)  or  paragraph  (2)  of  this  subsection,  as  the  case 

22  may  be. 

23  "(B)  The  procedures  referred  to  in  subparagraph  (A)  of 

24  this  paragraph  are: 
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1  Procedures  for  the  inclusion,  in  any  written 

2  notice  of  a  hearing  under  this  section  to  any  person  al- 

3  leged  to  be  liable  under  section  802  of  this  title,  of  a 

4  description  of  the  procedures  for  the  conduct  of  the 

5  hearing. 

6  "(ii)  Procedures  to  permit  discovery  by  any  person 

7  alleged  to  be  liable  under  section  802  of  this  title  only 

8  to  the  extent  that  the  hearing  examiner  determines 

9  that  such  discovery  is  necessary  for  the  expeditious, 

10  fair,  and  reasonable  consideration  of  the  issues,  except 

11  that  such  procedures  shall  not  apply  to  documents, 

12  transcripts,  records,  or  other  material  which  a  person 

13  is  entitled  to  review  under  paragraph  (1)  of  subsection 

14  (e)  or  to  information  to  which  a  person  is  entitled 

15  imder  paragraph  (2)  of  such  subsection.  Procedures 

16  promulgated  under  this  clause  shall  prohibit  the  discov- 

17  ery  of  the  notice  required  under  subsection  (a)(2)  of  this 

18  section.  Procedures  promulgated  under  this  clause  shall 

19  provide  that  requests  for  discovery  under  this  clause 

20  shall  not  be  denied  umeasonably. 

21  "(4)  Each  hearing  under  subsection  (f)  of  this  section 

22  shall  be  held— 

23  "(A)  in  the  judicial  district  of  the  United  States  m 

24  which  the  person  alleged  to  be  liable  under  section  802 

25  of  this  title  resides  or  transacts  business; 
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1  "(B)  in  the  judicial  district  of  the  United  States  in 

2  which  the  claim  or  statement  upon  which  the  allega- 

3  tion  of  liabiHty  under  such  section  was  made,  present- 

4  ed,  or  submitted;  or 

5  "(C)  in  such  other  place  as  may  be  agreed  upon 

6  by  such  person  and  the  hearing  examiner  who  will  con- 

7  duct  such  hearing. 

8  "(h)  The  hearing  examiner  shall  issue  a  written  deci- 

9  sion,  including  findings  and  determinations,  after  the  conclu- 

10  sion  of  the  hearing.  Such  decision  shall  include  the  findings  of 

1 1  fact  and  conclusions  of  law  which  the  hearing  examiner  relied 

12  upon  in  determining  whether  a  person  is  liable  under  this 

13  chapter.  The  hearing  examiner  shall  promptly  send  to  each 

14  party  to  the  hearing  a  copy  of  such  decision  and  a  statement 

15  describing  the  right  of  any  person  determined  to  be  liable 

16  under  section  802  of  this  title  to  appeal  the  decision  of  the 

17  hearing  examiner  to  the  authority  head  under  paragraph  (2) 

18  of  subsection  (i). 

19  "(i)(l)  Except  as  provided  in  paragraph  (2)  of  this  sub- 

20  section  and  section  805  of  this  title,  the  decision,  including 

21  the  findings  and  determinations,  of  the  hearing  examiner 

22  issued  under  subsection  (h)  of  this  section  are  final. 

23  "(2)(A)(i)  Except  as  provided  in  clause  (ii)  of  this  sub- 

24  paragraph,  within  30  days  after  the  hearing  examiner  issues 

25  a  decision  under  subsection  (h)  of  this  section,  any  person 
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1  determined  in  such  decision  to  be  liable  under  section  802  of 

2  this  title  may  appeal  such  decision  to  the  authority  head. 

3  "(ii)  If,  within  the  30-day  period  described  in  clause  (i) 

4  of  this  subparagraph,  a  person  determined  to  be  liable  under 

5  this  chapter  requests  the  authority  head  for  an  extension  of 

6  such  30-day  period  to  file  an  appeal  of  a  decision  issued  by 

7  the  hearing  examiner  under  subsection  (h)  of  this  section,  the 

8  authority  head  may  extend  such  period  if  such  person  demon- 

9  strates  good  cause  for  such  extension. 

10  "(B)  Any  authority  head  reviewing  under  this  section 

11  the  decision,  findings,  and  determinations  of  a  hearing  exam- 

12  iner  shall  not  consider  any  objection  that  was  not  raised  in 

13  the  hearing  conducted  pursuant  to  subsection  (f)  of  this  sec- 

14  tion  unless  a  demonstration  is  made  of  extraordinary  circum- 

15  stances  causing  the  failure  to  raise  the  objection.  If  any  party 

16  demonstrates  to  the  satisfaction  of  the  authority  head  that 

17  additional  evidence  not  presented  at  such  hearing  is  material 

18  and  that  there  were  reasonable  grounds  for  the  failure  to 

19  present  such  evidence  at  such  hearing,  the  authority  head 

20  shall  remand  the  matter  to  the  hearing  examiner  for  consider- 

21  ation  of  such  additional  evidence. 

22  "(C)  The  authority  head  may  affirm,  reduce,  reverse, 

23  compromise,  remand,  or  settle  any  penalty  and  assessment 

24  determined  by  the  hearing  examiner  pursuant  to  this  section. 

25  The  authority  head  shall  promptly  send  to  each  party  to  the 
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1  appeal  a  copy  of  the  decision  of  the  authority  head  and  a 

2  statement  describing  the  right  of  any  person  determined  to  be 

3  liable  under  section  802  of  this  title  to  judicial  review  under 

4  section  805  of  this  title. 

5  "(j)  The  reviewing  official  has  the  exclusive  authority  to 

6  compromise  or  settle  any  allegations  of  liability  under  section 

7  802  of  this  title  against  a  person  without  the  consent  of  the 

8  hearing  examiner  at  any  time  after  the  date  on  which  the 

9  reviewing  official  is  permitted  to  refer  allegations  of  liability 

10  to  a  hearing  examiner  under  subsection  (b)  of  this  section  and 

11  prior  to  the  date  on  which  the  hearing  examiner  issues  a 

12  decision  under  subsection  (h)  of  this  section.  Any  such  com- 

13  promise  or  settlement  shall  be  in  writing. 

14  "§  804.  Subpoena  authority 

15  "(a)(1)  For  the  purposes  of  an  investigation  under 

16  section  803(a)(1)  of  this  title,  an  investigating  official  is 

17  authorized — 

18  "(A)  to  administer  oaths  or  affirmations;  or 

19  "(B)  to  require  by  subpoena  the  production  of  all 

20  information,  documents,  reports,  answers,  records,  ac- 

21  counts,  papers,  and  data  not  otherwise  reasonably 

22  available  to  the  authority. 

23  "(2)  In  conducting  an  investigation  under  section 

24  803(a)(1)  of  this  title,  the  Inspector  General  of  an  authority 
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1  may  require  by  subpoena  the  attendance  and  testimony  of 

2  witnesses  if — 


3  *'(A)  such  Inspector  General  transmits  a  written 

4  notice  to  the  Attorney  General  specifying  that — 

5  "(i)  such  attendance  and  testimony  are  nec- 

6  essary  to  the  conduct  of  such  investigation;  and 

7  "(ii)  means  other  than  a  subpoena  to  obtain 

8  such  attendance  and  testimony  are  inadequate; 

9  and 

10  "(B)  within  30  days  after  the  Attorney  General 

11  receives  the  notice  required  by  subparagraph  (A)  of  this 

12  paragraph,  the  Attorney  General,  the  Deputy  Attorney 

13  General,  or  an  Associate  Attorney  General  designated 

14  by  the  Attorney  General  transmits  to  such  Inspector 

15  General  a  written  statement  approving  such  subpoena. 

16  "(3)(A)  Within  30  days  after  receiving  a  notice  under 


17  subparagraph  (A)  of  paragraph  (2),  the  Attorney  General,  the 

18  Deputy  Attorney  General,  or  an  Associate  Attorney  General 

19  designated  by  the  Attorney  General,  shall  transmit  to  such 

20  Inspector  General  a  written  statement  approving  or  disap- 

21  proving  the  subpoena  with  which  such  notice  is  concerned. 

22  **(B)  If  a  subpoena  has  been  issued  under  this  subsection 

23  to  a  person  with  respect  to  a  particular  allegation  or  set  of 

24  allegations  of  liability  under  section  802  of  this  title,  the  At- 

25  tomey  General,  the  Deputy  Attorney  General,  or  an  Associ- 
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1  ate  Attorney  General  designated  by  the  Attorney  General, 

2  may  not  approve  an  additional  subpoena  under  this  subsec- 

3  tion  to  such  person  with  respect  to  such  allegation  or  set  of 

4  allegations  unless  such  person  requests  the  issuance  of  an 

5  additional  subpoena  under  this  subsection  or  unless — 


6  "(i)  the  Attorney  General,  the  Deputy  Attorney 

7  General,  or  an  Associate  Attorney  General  designated 

8  by  the  Attorney  General  determines,  after  investiga- 

9  tion,  that  an  additional  subpoena  under  this  subsection 

10  to  such  person  is  necessary;  and 

11  "(ii)  the  Attorney  General,  the  Deputy  Attorney 

12  General,  or  such  Associate  Attorney  General  requires 

13  the  Inspector  General  issuing  such  subpoena  to  include 

14  with  such  subpoena  a  statement  specifying  the  determi- 

15  nation  of  the  Attorney  General,  the  Deputy  Attorney 

16  General,  or  such  Associate  Attorney  General  under 

17  clause  (i)  of  this  subparagraph  and  the  reasons  for  such 

18  determination. 

19  "(4)(A)  An  Inspector  General  of  an  authority  may  not 


20  delegate  the  authority  of  such  Inspector  General  under  para- 

21  graph  (2)  of  this  subsection  to  require  by  subpoena  the 

22  attendance  and  testimony  of  witnesses  to  any  officer  or 

23  employee  of  the  authority. 

24  "(B)  For  purposes  of  this  paragraph  and  paragraph  (2), 

25  the  term  'Inspector  General'  means  an  Inspector  General  of 
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1  an  authority  in  which  an  Office  of  Inspector  General  is  estab- 

2  lished  by  the  Inspector  General  Act  of  1978  or  by  any  other 

3  Federal  law. 

4  "(5)(A)  Each  subpoena  issued  under  this  subsection 

5  shall — 

6  "(i)  prescribe  a  date,  time,  and  place  at  which 

7  oral  testimony  shall  be  commenced; 

8  "(ii)  describe  the  procedures  under  which,  in  ac- 

9  cordance  with  this  section,  such  testimony  will  be 

10  taken; 

11  ''(iii)  notify  the  person  receiving  the  subpoena  of 

12  the  right  to  be  accompanied  by  an  attorney  and  any 

13  other  representative; 

14  "(iv)  describe  the  general  purpose  for  which  the 

15  subpoena  is  being  issued  and  the  general  nature  of  the 

16  testimony,  including  the  primary  areas  of  inquiry, 

17  which  will  be  taken  pursuant  to  the  subpoena;  and 

18  "(v)  identify  the  investigating  official  designated 

19  by  the  Inspector  General  who  shall  conduct  the  inves- 

20  tigation. 

21  "(B)  The  date  prescribed  under  clause  (i)  of  subpara- 

22  graph  (A)  for  the  commencement  of  oral  testimony  pursuant 

23  to  a  subpoena  issued  under  this  subsection  shall  be  a  date 

24  which  is  not  less  than  7  days  after  the  date  on  which  such 

25  subpoena  is  received,  unless  the  Attorney  General,  the 
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1  Deputy  Attorney  General,  or  an  Associate  Attorney  General 

2  designated  by  the  Attorney  General,  determines  that  excep- 

3  tional  circumstances  are  present  which  warrant  the  com- 

4  mencement  of  such  testimony  within  a  lesser  period  of  time. 

5  "(6)(A)  Any  investigating  official  before  whom  oral  tes- 

6  tunony  is  to  be  taken  shall  put  the  person  giving  such  testi- 

7  mony  under  oath  or  affirmation  and  shall  personally,  or  by 

8  any  individual  acting  under  the  direction  and  in  the  presence 

9  of  such  investigating  official,  record  and  transcribe  the  testi- 

10  mony  of  such  person. 

11  ''(B)  Any  investigating  official  before  whom  oral  testi- 

12  mony  under  this  section  is  to  be  taken  shall  exclude  from  the 

13  place  where  the  testimony  is  to  be  taken  all  persons  except 

14  the  person  giving  the  testimony,  the  attorney  and  any  other 

15  representative  for  the  person  giving  the  testimony,  the  attor- 

16  ney  for  the  investigating  official,  any  person  who  may  be 

17  agreed  upon  by  the  investigating  official  and  the  person 

18  giving  the  testimony,  and  any  stenographer  taking  such  testi- 

19  mony. 

20  "(C)  The  oral  testimony  of  any  person  taken  pursuant  to 

21  a  subpoena  issued  under  this  subsection  shall  be  taken  in  the 

22  judicial  district  of  the  United  States  in  which  such  person 

23  resides  or  transacts  business,  or  in  such  other  place  as  may 

24  be  agreed  upon  by  such  person  and  the  investigating  official 

25  before  whom  the  oral  testimony  of  such  person  is  to  be  taken. 
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1  "(D)  Any  person  compelled  to  appear  under  a  subpoena 

2  issued  under  this  subsection  may  be  accompanied,  represent- 

3  ed,  and  advised  by  an  attorney.  The  attorney  may  advise 

4  such  person,  in  confidence,  either  upon  the  request  of  such 

5  person  or  upon  the  initiative  of  the  attorney,  with  respect  to 

6  any  question  asked  of  such  person. 

7  "(E)(i)  After  the  testimony  of  any  person  is  fully  tran- 

8  scribed,  the  investigating  official  shall  afford  the  person  (who 

9  may  be  accompanied  by  an  attorney)  a  reasonable  opportuni- 

10  ty  to  examine  the  transcript  of  such  testimony.  The  transcript 

11  shall  be  read  to  or  by  such  person,  unless  such  examination 

12  and  reading  are  waived  by  such  person.  Any  changes  in  form 

13  or  substance  which  such  person  desires  to  make  shall  be  en- 

14  tered  and  identified  upon  the  transcript  by  the  investigating 

15  official  with  a  statement  of  the  reasons  given  by  such  person 

16  for  making  such  changes.  The  transcript  shall  then  be  signed 

17  by  such  person,  unless  such  person  in  writing  waives  the 

18  signing,  is  ill,  cannot  be  found,  or  refuses  to  sign. 

19  "(ii)  If  the  transcript  is  not  signed  by  the  person  within 

20  30  days  after  the  date  upon  which  the  person  is  first  afforded 

21  a  reasonable  opportunity  to  examine  the  transcript,  the  inves- 

22  tigating  official  shall  sign  the  transcript  and  state  on  the 

23  record  the  fact  of  the  waiver,  illness,  absence  of  such  person, 

24  or  the  refusal  to  sign,  together  with  any  reasons  given  for  the 

25  failure  to  sign. 
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1  "(F)  The  investigating  official  shall  certify  on  the  tran- 

2  script  that  the  person  giving  testimony  was  duly  sworn  by 

3  the  investigating  official  and  that  the  transcript  is  a  true 

4  record  of  the  testimony  given  by  such  person. 

5  "(G)  The  investigating  official  shall  furnish  a  copy  of  the 

6  transcript  (upon  payment  of  reasonable  charges  for  the  tran- 

7  script)  to  the  person  giving  testimony. 

8  "(H)  Any  person  appearing  for  the  taking  of  oral  testi- 

9  mony  pursuant  to  a  subpoena  issued  under  this  subsection 

10  shall  be  entitled  to  the  same  fees  and  mileage  which  are  paid 

11  to  witnesses  in  the  district  courts  of  the  United  States. 

12  "(b)  For  the  purposes  of  conducting  a  hearing  under  sec- 

13  tion  803(f)  of  this  title,  a  hearing  examiner  is  authorized — 

14  "(1)  to  administer  oaths  or  affirmations;  and 

15  "(2)  to  require  by  subpoena  the  attendance  and 

16  testimony  of  witnesses  and  the  production  of  all  infor- 

17  mation,   documents,   reports,   answers,   records,  ac- 

18  counts,  papers,  and  other  data  and  documentary  evi- 

19  dence  which  the  hearing  examiner  considers  relevant 

20  and  material  to  the  hearing. 

21  "(c)  In  the  case  of  contumacy  or  refusal  to  obey  a  sub- 

22  poena  issued  pursuant  to  subsection  (a)  or  (b)  of  this  section, 

23  an  investigating  official  or  a  hearing  examiner,  as  the  case 

24  may  be,  may  request  the  Attorney  General  to  invoke  the  aid 

25  of  any  district  court  of  the  United  States  in  the  district  in 
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1  which  such  investigation  or  hearing  is  being  conducted,  or 

2  where  the  person  receiving  the  subpoena  resides  or  conducts 

3  business.  The  district  courts  of  the  United  States  shall  have 

4  jurisdiction  to  issue  an  appropriate  order  for  the  enforcement 

5  of  any  such  subpoena.  Any  failure  to  obey  such  order  of  the 

6  court  is  punishable  by  such  court  as  contempt. 

7  "§  805.  Judicial  review 

8  (a)(1)  A  determination  by  a  reviewing  official  under 

9  section  803  of  this  title  shall  be  final  and  shall  not  be  subject 

10  to  judicial  review. 

11  "(2)  Unless  a  petition  is  filed  under  this  section,  a  deter- 

12  mination  under  section  803  of  this  title  that  a  person  is  liable 

13  under  section  802  of  this  title  shall  be  final  and  shall  not  be 

14  subject  to  judicial  review. 

15  ''(b)(1)(A)  Any  person  for  whom  a  determination  of  li- 

16  ability  under  section  802  of  this  title  has  been  made  pursuant 

17  to  section  803  of  this  title  may  obtain  review  of  such  determi- 

18  nation  in — 

19  "(i)  the  United  States  Court  of  Appeals  for  the 

20  circuit  in  which  such  person  resides  or  transacts 

21  business; 

22  "(ii)  the  United  States  Court  of  Appeals  for  the 

23  circuit  in  which  the  claim  or  statement  upon  which  the 

24  determination  of  liabiHty  is  based  was  made,  presented, 

25  or  submitted;  or 
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1  "(iii)  the  United  States  Court  of  Appeals  for  the 

2  District  of  Columbia  Circuit. 

3  "(B)  Such  review  may  be  obtained  by  filing  in  any  such 

4  court  a  written  petition  that  such  determination  be  modified 

5  or  set  aside.  Such  petition  shall  be  filed — 

6  "(i)  only  after  such  person  has  exhausted  all  ad- 

7  ministrative  remedies  under  this  chapter;  and 

8  "(ii)  within  60  days  after  the  date  on  which  the 

9  authority  head  sends  such  person  a  copy  of  the  decision 

10  of  such  authority  head  under  section  803(i)(2)  of  this 

11  title. 

12  **(2)  The  clerk  of  the  court  shall  transmit  a  copy  of  a 


13  petition  filed  under  paragraph  (1)  of  this  subsection  to  the 

14  authority  head  and  to  the  Attorney  General.  Upon  receipt  of 

15  the  copy  of  such  petition,  the  authority  head  shall  transmit  to 

16  the  Attorney  General  the  record  in  the  proceeding  resulting 

17  in  the  determination  of  liability  under  section  802  of  this  title. 

18  Except  as  otherAvise  provided  in  this  section,  the  courts  of 

19  appeals  of  the  United  States  shall  have  jurisdiction  to  review 

20  the  decision,  findings,  and  determinations  in  issue  and  to 

21  affirm,  modify,  remand  for  further  consideration,  or  set  aside, 

22  in  whole  or  in  part,  the  decision,  findings,  and  determinations 

23  of  the  hearing  examiner  and  the  authority  head,  and  to  en- 

24  force  such  decision,  findings,  and  determinations  to  the  extent 
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1  that  such  decision,  findings,  and  determinations  are  affirmed 

2  or  modified. 

3  "(c)  The  findings  of  the  hearing  examiner  with  respect 

4  to  questions  of  fact  shall  be  final  and  conclusive,  and  shall  not 

5  be  set  aside  unless  the  decision  of  the  hearing  examiner  is 

6  arbitrary,  capricious,  an  abuse  of  discretion,  or  otherwise  not 

7  in  accordance  with  law,  or  if  such  findings  are  not  supported 

8  by  substantial  evidence. 

9  "(d)  Any  court  of  appeals  reviewing  under  this  section 

10  the  decision,  findings,  and  determinations  of  a  hearing  exam- 

1 1  iner  or  an  authority  head  shall  not  consider  any  objection  that 

12  was  not  raised  in  the  hearing  conducted  pursuant  to  section 

13  803(f)  of  this  title  unless  a  demonstration  is  made  of  extraor- 

14  dinary  circumstances  causing  the  failure  to  raise  the  objec- 

15  tion.  If  any  party  demonstrates  to  the  satisfaction  of  the  court 

16  that  additional  evidence  not  presented  at  such  hearing  is  ma- 

17  terial  and  that  there  were  reasonable  grounds  for  the  failure 

18  to  present  such  evidence  at  such  hearuig,  the  court  shall 

19  remand  the  matter  to  the  hearing  examiner  for  consideration 

20  of  such  additional  evidence. 

21  "(e)  Upon  a  final  determination  by  the  court  of  appeals 

22  that  a  person  is  liable  under  section  802  of  this  title,  the 

23  court  shall  enter  a  final  judgment  for  the  appropriate  amount 

24  in  favor  of  the  United  States,  and  such  judgment  may  be 

25  recorded  and  enforced  by  the  Attorney  General  to  the  same 
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1  extent  and  in  the  same  manner  as  a  judgment  entered  by  any 

2  United  States  district  court. 

3  "§  806.  Collection  of  civil  penalties  and  assessments 

4  "(a)  The  Attorney  General  shall  be  responsible  for  judi- 

5  cial  enforcement  of  any  civil  penalty  or  assessment  imposed 

6  pursuant  to  the  provisions  of  this  chapter. 

7  "(b)  Any  penalty  or  assessment  imposed  in  a  determina- 

8  tion  which  has  become  final  pursuant  to  section  803  of  this 

9  title  may  be  recovered  in  a  civil  action  brought  by  the  Attor- 

10  ney  General.  In  any  such  action,  no  matter  that  was  raised 

11  or  that  could  have  been  raised  in  a  hearing  conducted  under 

12  section  803(f)  of  this  title  or  pursuant  to  judicial  review  under 

13  section  805  of  this  title  may  be  raised  as  a  defense,  and  the 

14  determination  of  liability  and  the  determination  of  amounts  of 

15  penalties  and  assessments  shall  not  be  subject  to  review. 

16  ''(c)  The  district  courts  of  the  United  States  and  of  any 

17  territory  or  possession  of  the  United  States  shall  have  juris- 

18  diction  of  any  action  commenced  by  the  United  States  under 

19  subsection  (b)  of  this  section. 

20  "(d)  Any  action  under  subsection  (b)  of  this  section  may, 

21  without  regard  to  venue  requirements,  be  joined  and  consoli- 

22  dated  with  or  asserted  as  a  counterclaim,  cross-claim,  or 

23  setoff  by  the  United  States  in  any  other  civil  action  which 

24  includes  as  parties  the  United  States  and  the  person  against 

25  whom  such  action  may  be  brought. 
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1  "(e)(1)  The  United  States  Claims  Court  shall  have  juris- 

2  diction  of  any  action  under  subsection  (b)  of  this  section  to 

3  recover  any  penalty  and  assessment  if  the  cause  of  action  is 

4  asserted  by  the  United  States  as  a  counterclaim  in  a  matter 

5  pending  in  such  court.  The  United  States  may  join  as  addi- 

6  tional  parties  in  such  counterclaim  all  persons  who  may  be 

7  jointly  and  severally  liable  with  the  person  against  whom 

8  such  counterclaim  is  asserted. 

9  "(2)  No  cross-claims  or  third-party  claims  not  otherwise 

10  within  the  jurisdiction  of  the  United  States  Claims  Court 

11  shall  be  asserted  among  additional  parties  joined  under  para- 

12  graph  (1)  of  this  subsection. 

13  **(f)  The  Attorney  General  shall  have  exclusive  author- 

14  ity  to  compromise  or  settle  any  penalty  and  assessment  the 

15  determination  of  which  is  the  subject  of  a  pending  petition 

16  pursuant  to  section  805  of  this  title  or  a  pending  action  to 

17  recover  such  penalty  or  assessment  pursuant  to  this  section, 

18  "(g)(1)  Except  as  provided  in  paragraph  (2)  of  this  sub- 

19  section,  any  amoimt  of  penalty  and  assessment  collected 

20  under  this  chapter  shall  be  deposited  as  miscellaneous  re- 

21  ceipts  in  the  Treasury  of  the  United  States. 

22  "(2)(A)  Any  amount  of  a  penalty  or  assessment  imposed 

23  by  the  United  States  Postal  Service  under  this  chapter  shall 

24  be  deposited  in  the  Postal  Service  Fund  estabHshed  by  sec- 

25  tion  2003  of  title  39,  United  States  Code. 
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1  "(B)  Any  amount  of  a  penalty  or  assessment  imposed  by 

2  the  Secretary  of  Health  and  Human  Services  under  this 

3  chapter  with  respect  to  a  claim  or  statement  made  in  connec- 

4  tion  with  old  age  and  survivors  benefits  under  title  11  of  the 

5  Social  Security  Act  shall  be  deposited  in  the  Federal  Old  Age 

6  and  Survivors  Insurance  Trust  Fund. 

7  "(C)  Any  amount  of  a  penalty  or  assessment  imposed  by 

8  the  Secretary  of  Health  and  Human  Services  under  this 

9  chapter  with  respect  to  a  claim  or  statement  made  in  connec- 

10  tion  with  disability  benefits  under  title  11  of  the  Social  Secu- 

11  rity  Act  shall  be  deposited  in  the  Federal  Disabihty  Insur- 

12  ance  Trust  Fund. 

13  "(D)  Any  amount  of  a  penalty  or  assessment  imposed  by 

14  the  Secretary  of  Health  and  Human  Services  under  this 

15  chapter  with  respect  to  a  claim  or  statement  made  in  connec- 

16  tion  with  benefits  under  part  A  of  title  XYHI  of  the  Social 

17  Security  Act  shall  be  deposited  in  the  Federal  Hospital  In- 

18  surance  Trust  Fund. 

19  "(E)  Any  amount  of  a  penalty  or  assessment  imposed  by 

20  the  Secretary  of  Health  and  Human  Services  under  this 

21  chapter  with  respect  to  a  claim  or  statement  made  in  connec- 

22  tion  with  benefits  under  part  B  of  title  XV  ill  of  the  Social 

23  Security  Act  shall  be  deposited  in  the  Federal  Supplementary 

24  Medical  Insurance  Trust  Fund. 
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1  "§  807.  Right  to  setoff 

2  ''(a)(1)  The  amount  of  any  penalty  or  assessment  which 

3  has  become  final  under  section  803  of  this  title,  or  for  which 

4  a  judgment  has  been  entered  under  section  805(e)  or  806  of 

5  this  title,  or  any  amount  agreed  upon  in  a  settlement  or  com- 

6  promise  under  section  803(j)  or  806(f)  of  this  title,  may  be 

7  deducted  from  any  sum,  except  for  a  refund  of  an  overpay- 

8  ment  of  Federal  taxes,  then  or  later  owing  by  the  United 

9  States  to  the  person  liable  for  such  penalty  and  assessment. 

10  "(2)  The  authority  head  shall  transmit  written  notice  of 

11  each  deduction  made  under  this  paragraph  to  the  person 

12  Hable  for  such  penalty  and  assessment. 

13  "(3)  All  amounts  retained  pursuant  to  this  paragraph 

14  shall  be  remitted  to  the  Secretary  of  the  Treasury  for  deposit 

15  in  accordance  with  section  806(g)  of  this  title. 

16  "(b)  An  authority  head  may  forward  a  certified  copy  of 

17  any  determination  as  to  liability  for  any  penalty  or  assess- 

18  ment  which  has  become  final  under  section  803  of  this  title,  a 

19  certified  copy  of  any  judgment  which  has  been  entered  under 

20  section  805(e)  or  806  of  this  title,  or  a  certified  copy  of  any 

21  settlement  or  compromise  under  section  803(j)  or  806(f)  of 

22  this  title,  to  the  Secretary  of  the  Treasury  for  action  in  ac- 

23  cordance  with  subsection  (a)  of  this  section. 

24  "§  808.  Limitations 

25  "(a)  A  hearing  under  section  803(d)(2)  of  this  title  with 

26  respect  to  a  claim  or  statement  shall  be  commenced  within 
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1  six  years  after  the  date  on  which  such  claim  or  statement  is 

2  made,  presented,  or  submitted. 

3  "(b)  A  civil  action  to  recover  a  penalty  and  assessment 

4  under  section  806  of  this  title  shall  be  commenced  within 

5  three  years  after  the  date  on  which  the  determination  of  li- 

6  ability  for  such  penalty  and  assessment  becomes  final. 

7  "(c)  If  at  any  time  during  the  course  of  proceedings 

8  brought  pursuant  to  this  chapter  the  authority  head  receives 

9  or  discovers  any  specific  information  regarding  bribery,  gra- 

10  tuities,  conflict  of  interest,  or  other  corruption  or  similar  ac- 

11  tivity  in  relation  to  a  false  claim  or  statement,  the  authority 

12  head  shall  immediately  report  such  information  to  the  Attor- 

13  ney  General,  and  in  the  case  of  an  authority  in  which  an 

14  Office  of  Inspector  General  is  established  by  the  Inspector 

15  General  Act  of  1978  or  by  any  other  Federal  law,  to  the 

16  Inspector  General  of  that  authority. 

17  "§  809.  Regulations 

18  "(a)  Within  180  days  after  the  date  of  enactment  of  this 

19  chapter,  each  authority  head  shall  promulgate  rules  and  reg- 

20  ulations  necessary  to  implement  the  provisions  of  this  chap- 

21  ter.  Such  rules  and  regulations  shall — 

22  "(1)  ensure  that  investigating  officials  and  review- 

23  ing  officials  are  not  responsible  for  conducting  the 

24  hearing  required  in  section  803(f)  of  this  title,  making 

25  the  determinations  required  by  subsections  (f)  and  (h)  of 
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1  section  803  of  this  title,  or  making  the  collections 

2  under  section  806  of  this  title;  and 

3  "(2)  require  a  reviewing  official  to  include  in  any 

4  notice  required  by  section  803(a)(2)  of  this  title  a  state  - 

5  ment  of  the  reviewing  official  which — 

6  "(A)  specifies  that  the  reviewing  official  has 

7  determined  that  there  is  a  reasonable  prospect  of 

8  collecting,  from  a  person  with  respect  to  whom 

9  the  reviewing  official  is  referring  allegations  of  li- 

10  ability  in  such  notice,  the  amount  for  which  such 

11  person  may  be  liable;  and 

12  "(B)  describes  the  financial  data  specified  in 

13  subsection  (c)  of  this  section. 

14  "(b)  The  determination  required  under  paragraph  (2)(A) 

15  of  subsection  (a)  shall  be  made  by  the  reviewing  official  after 

16  the  consideration  of  the  financial  data  specified  in  subsection 

17  (c)  of  this  section. 

18  "(c)  The  financial  data  referred  to  in  subsections 

19  (a)(2)(B)  and  (b)  of  this  section  may  include — 

20  "(1)  a  commercial  credit  report  with  respect  to 

21  the  person  alleged  to  be  liable  under  this  chapter; 

22  "(2)  an  agency  investigative  report  specifying  the 

23  assets,  liabilities,  income,  and  expenses  of  such  person; 
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2 


1 


"(3)  a  financial  statement  of  such  person  specify- 
ing the  assets,  habihties,  income,  and  expenses  of  such 


3 


person; 


4 


<< 


(4)  an  audited  balance  sheet  of  such  person;  or 


6 


5 


"(5)  such  financial  information  as  is  reasonably 
available  to  the  authority. 


7  "§  810.  Reports 


8 


Not  later  than  October  31  of  each  year,  each  authority 


9  head  shall  prepare  and  transmit  to  the  appropriate  commit- 

10  tees  and  subcommittees  of  the  Congress  an  annual  report 

11  summarizing  actions  taken  under  this  chapter  during  the 

12  most  recent  twelve-month  period  ending  the  previous  Sep- 

13  tember  30.  Such  report  shall  include — 

14  "(1)  a  summary  of  matters  referred  by  the  investi- 

15  gating  official  of  the  authority  to  the  reviewing  official 

16  of  the  authority  under  section  803(a)(1)  of  this  title 

17  during  such  period; 

18  "(2)  a  summary  of  matters  transmitted  to  the  At- 

19  torney  General  under  section  803(a)(2)  of  this  title 

20  during  such  period; 

21  "(3)  a  summary  of  all  hearings  conducted  by  hear- 

22  ing  examiners  under  section  803(f)  of  this  title,  and  the 

23  results  of  such  hearings,  during  such  period;  and 
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1  "(4)  a  summary  of  the  actions  taken  during  such 

2  period  to  collect  any  civil  penalty  or  assessment  im- 

3  posed  under  this  chapter. 

4  **§  811.  Effect  on  other  law 

5  "(a)  This  chapter  does  not  diminish  the  responsibility  of 

6  any  agency  to  comply  Avith  the  provisions  of  chapter  35  of 

7  title  44. 

&  "(b)  This  chapter  does  not  supersede  the  provisions  of 

9  section  3512  of  title  44. 

IQ  "(c)  For  purposes  of  this  section,  the  term  'agency'  has 

11  the  same  meaning  as  in  section  3502(1)  of  title  44. 

12  "§  812.  Prohibition  against  delegation 

IS  "Any  function,  duty,  or  responsibility  which  this  chapter 

14  specifies  be  carried  out  by  the  Attorney  General,  the  Deputy 

15  Attorney  General,  an  Associate  Attorney  General  designated 

16  by  the  Attorney  General,  or  an  Assistant  Attorney  General 

17  designated  by  the  Attorney  General,  shall  not  be  delegated 

18  to,  or  carried  out  by,  any  other  officer  or  employee  of  the 

19  Department  of  Justice.". 

20  (b)  Technical  Amendment. — The  table  of  chapters 

21  for  part  I  of  title  5,  United  States  Code,  is  amended  by  in- 

22  serting  after  the  item  relating  to  chapter  7  the  following  new 

23  item: 

"8.  Administrative  Remedies  for  False  Claims  and  Statements .  801.". 

24  (c)  Conforming  Amendments. — Section  504(b)(1)(C) 

25  of  title  5,  United  States  Code,  is  amended — 
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1  (1)  by  ^Tiking  out  "and"  before  "(ii)";  and 

2  (2)  by  inserting  before  the  semicolon  a  comma  and 

3  "and  (iii)  any  hearing  conducted  under  chapter  8  of 

4  this  title". 

5  SEC.  724.  EFFECTIVE  DATE. 

6  This  part  and  the  amendments  made  by  this  part  shall 

7  take  effect  on  the  date  of  enactment  of  this  Act,  and  shall 

8  apply  to  any  claim  or  statement  made,  presented,  or  submit- 

9  ted  on  or  after  such  date. 

10  TITLE  VIII— COMMITTEE  ON  LABOR  AND 

11  HUMAN  RESOURCES 

12  Sec.  801.  This  title  may  be  cited  as  the  "Education 

13  Budget  Savings  Act  of  1986". 

14  NEEDS  BASIS  FOE  THE  GUAEANTEED  STUDENT  LOAN 

15  PEOGEAM 

16  Sec.  802.  (a)  Needs  Basis  Bequieed. — (1)  Section 

17  428(a)(2)(B)  of  the  Higher  Education  Act  of  1965  (hereafter 

18  in  this  title  referred  to  as  the  "Act")  is  amended  to  read  as 

19  follows: 

20  "(B)  For  the  purpose  of  clause  (ii)  of  subparagraph  (A), 

21  a  student  shall  qualify  for  a  portion  of  an  interest  payment 

22  under  paragraph  (1)  if  the  eligible  institution  has  provided  the 

23  lender  with  a  statement  evidencing  a  determination  of  need 

24  for  a  loan  and  the  amount  of  such  need.". 

25  (2)(A)  Section  428(a)(2)(B)  of  the  Act  is  amended  to 

26  read  as  follows: 
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1  "(D)  The  schedule  of  expected  family  contributions  re- 

2  quired  by  section  482  shall  apply  to  the  determination  re- 

3  quired  by  this  paragraph.". 

4  (B)  Section  428(a)(2)(E)  of  the  Act  is  repealed. 

5  (b)  Institutional  Responsibility  for  Determi- 

6  NATION  OF  Need. — Section  428(a)(2)(r)  of  the  Act  is 

7  amended  to  read  as  follows: 

8  '*(E)(i)  For  the  purpose  of  subparagraph  (B),  the  amount 

9  of  the  loan  which  is  qualified  for  a  payment  under  paragraph 

10  (1)  is  the  amount  of  the  need  of  such  student  as  determined 

11  by  the  eligible  institution. 

12  "(ii)  An  eligible  institution  may  not,  in  carr3dng  out  the 

13  provisions  of  subparagraphs  (A)  and  (B)  of  this  paragraph, 

14  provide  a  statement  which  permits  the  student  to  receive  any 

15  loan  under  this  part  in  excess  of  the  maximum  amount  appli- 

16  cable  to  such  loan.". 

17  (c)  Expected  Family  Contribution  Offset. — Sec- 

18  tion  428(a)(2)  of  the  Act  is  amended  by  adding  at  the  end 

19  thereof  the  following  new  subparagraph: 

20  "(F)  For  the  purpose  of  subparagraphs  (B)  and  (C)  of 

21  this  paragraph,  any  loan  obtained  by  a  student  or  a  parent 

22  under  section  428B  of  this  Act  or  under  any  State-sponsored 

23  or  private  loan  program  for  an  academic  year  for  which  the 

24  determination  is  made  may  be  used  to  offset  the  expected 

25  family  contribution  of  the  student  for  that  year.". 
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1  (d)   Repeal    of    Guaeanteed    Student  Loan 

2  Family  Contribution  Schedule. — Section  9  of  the  Stu- 

3  dent  Financial  Assistance  Technical  Amendments  of  1982  is 

4  repealed. 

5  interest  rate  for  new  borrowers 

6  Sec.  803.  (a)  New  Borrowers. — Section  427A  of  the 

7  Act  is  amended — 

8  (1)  by  redesignating  subsections  (d)  and  (e)  as  sub- 

9  sections  (e)  and  (f),  respectively;  and 

10  (2)  by  adding  after  subsection  (c)  the  following 

11  new  subsection: 

12  "(d)  Interest  Rates  for  New  Borrowers  After 


13  September  30,  1986. — Notwithstanding  subsections  (a) 

14  and  (b)  of  this  section,  with  respect  to  any  loan  (other  than  a 

15  loan  made  pursuant  to  section  428B  and  section  428C)  to 

16  cover  the  cost  of  instruction  for  any  period  of  enrollment  be- 

17  ginning  on  or  after  October  1,  1986,  to  any  borrower  who,  on 

18  the  date  of  entering  into  the  note  or  other  written  evidence  of 

19  the  loan,  has  no  outstanding  balance  of  principal  or  interest 

20  on  any  loan  made,  insured,  or  guaranteed  under  this  part,  the 

21  applicable  rate  of  interest  shall  be — 


22  "(1)  8  percent  per  year  on  the  unpaid  principal 

23  balance  of  the  loan  during  the  period  beginning  on  the 

24  date  of  the  disbursement  of  the  loan  and  ending  with 

25  the  commencement  of  the  repayment  period;  and 
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1  "(2)  10  percent  per  year  on  the  unpaid  principal 

2  balance  of  the  loan  during  the  repayment  period.". 

3  (b)  Conforming  Amendments. — Section  427A  is 

4  amended — 

5  (1)  by  uiserting  after  the  subsection  designation  (a) 

6  the  following:  "Rates  To  Be  Consistent  With 

7  Borrower's  Entire  Debt. — 

8  (2)  by  uiserting  after  the  subsection  designation  (b) 

9  the  following:  "Reduction  for  Certain  Borrow- 

10  ers  After  Decline  in  Certain  Rates. — "; 

11  (3)  by  inserting  after  the  subsection  designation  (c) 

12  the  following:  "Rates  for  Supplemental  and  Pa- 

13  RENTAL  Loans. — "; 

14  (4)  by  inserting  after  the  subsection  designation  (e) 

15  (as   redesignated  by   subsection  (a))   the  following: 

16  "Lesser  Loan  Rates  Permitted. — and 

17  (5)  by  inserting  after  the  subsection  designation  (f) 

18  (as   redesignated  by   subsection  (a))   the  following: 

19  "Definitions. — 

20  rule  for  reinsurance  based  on  default  rates 

21  Sec.  804.  Section  428(c)(1)(B)  of  the  Act  is  amended— 

22  (1)  by  striking  out  "90  per  centum"  in  clause  (i) 

23  and  inserting  in  lieu  thereof  "80  per  centum";  and 

24  (2)  by  striking  out  "80  per  centum"  in  clause  (ii) 

25  and  inserting  in  lieu  thereof  "70  per  centum". 
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1  SPECIAL  ALLOWANCE 

2  Sec.  805.  (a)  General  Eule.— Section  438(b)(2)(A) 

3  of  the  Act  is  amended  by  striking  out  "3.5  per  centum"  and 

4  inserting  in  lieu  thereof  "3  per  centum". 

5  (b)  Special  Eule  foe  Holders  Obtaining  Loans 

6  From  Tax  Exempt  Obligations. — The  first  sentence  of 

7  section  438(b)(2)(B)(i)  of  the  Act  is  amended  by  inserting 

8  before  the  period  at  the  end  thereof  a  comma  and  the  follow- 

9  ing:  "except  that  in  settuig  the  rate  under  this  division  the 

10  per  centum  prescribed  in  clause  (iii)  of  subparagraph  (A)  shall 

11  be  3.5  per  centum.". 

12  (c)  Effective  Date. — The  amendments  made  by  sub- 

13  sections  (a)  and  (b)  of  this  section  shall  take  effect  with  re- 

14  spect  to  loans  made  on  or  after  October  1,  1986. 

15  DEFINITION  OF  INDEPENDENT  STUDENT 

16  Sec.  806.  Section  482(c)(2)  of  the  Act  is  amended  to 

17  read  as  follows: 

18  ''(2)(A)  For  the  purpose  of  this  title,  the  term  'independ- 

19  ent  student'  means  a  student  who  is  determined,  pursuant  to 

20  regulations  of  the  Secretary,  to  be  independent  of  the  parents 

21  or  legal  guardians  of  the  students, 

22  "(B)  In  carrying  out  subparagraph  (A)  of  this  para- 

23  graph,  the  Secretary  shall  apply  the  criteria  specified  in  sub- 

24  paragraph  (C)  for  the  relevant  years  described  in  subpara- 

25  graph  (D). 


•S  2706  PCS 


173 

1  *'(C)  A  student  qualifies  as  an  independent  student  for 

2  an  award  year  if  the  student — 

3  "(i)  does  not,  during  any  of  the  relevant  years  de- 

4  scribed  in  subparagraph  (D),  live  for  more  than  6 

5  weeks  in  the  home  of  the  student's  parent  for  whom 

6  income  must  be  reported; 

7  "(ii)  is  not,  for  any  of  the  relevant  years  described 

8  in  subparagraph  (D),  claimed  as  a  dependent  for  Feder- 

9  al  income  tax  purposes  by  such  parent;  and 

10  "(iii)  does  not,  during  any  of  the  relevant  years 

11  described  in  subparagraph  (D),  receive  financial  assist- 

12  ance  of  more  than  $750  from  such  parent. 

13  ''(D)  Except  as  provided  in  subparagraph  (E),  to  qualify 

14  as  an  independent  student  for  any  award  year — 

15  "(i)  an  unmarried  student  who  has  not  attained  23 

16  years  of  age  by  January  1  of  the  first  calendar  year  of 

17  the  award  year  must  satisfy  the  criteria  set  forth  in 

18  subparagraph  (C)  for  the  first  calendar  year  of  an 

19  award  year  and  the  2  preceding  calendar  years; 

20  "(ii)  an  unmarried  student  who  has  attained  23 

21  years  of  age  by  January  1  of  the  first  calendar  year  of 

22  the  award  year  must  satisfy  the  criteria  set  forth  in 

23  subparagraph  (C)  for  the  first  calendar  year  of  an 

24  award  year  and  the  preceding  calendar  year; 
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1  "(iii)  a  married  student  must  satisfy  the  criteria 

2  set  forth  in  subparagraph  (C)  for  the  first  calendar  year 

3  of  the  award  year  and  the  preceding  year;  and 

4  **(iv)  an  unmarried  student  with  minor  dependents 

5  (excluding  a  minor  spouse)  must  satisfy  the  criteria  set 

6  forth  in  subparagraph  (C)  for  the  first  calendar  year  of 

7  the  award  year  and  the  preceding  year. 

8  ''(E)  Any  student  will  qualify  to  be  an  independent  stu- 

9  dent  if,  before  the  end  of  the  award  year — 

10  "(i)  the  student  is  an  orphan; 

11  "(ii)  the  student  is  declared  a  ward  of  a  court;  or 

12  "(iii)  the  student  is  a  veteran. 

13  ''(F)  A  student  qualifies  as  an  uidependent  student  for 


14  an  award  year  if,  in  addition  to  the  requirements  otherwise 

15  applicable  under  this  paragraph,  the  student  demonstrates  to 

16  the  satisfaction  of  the  institution,  in  accordance  with  guide- 

17  lines  prescribed  by  the  Secretary,  how,  for  any  of  the  rele- 

18  vant  years  prescribed,  such  student  was  self-supporting.". 


19  RECOVERY  OF  OUTSTANDING  ADVANCES  TO  GUARANTY 

20  AGENCIES 

21  Sec.  807.  Section  422(d)(1)  of  the  Act  is  amended— 

22  (1)  by  inserting  after  the  first  sentence  the  follow- 

23  ing  new  sentence:  "The  Secretary  shall,  in  accordance 

24  with  the  requirements  of  paragraph  (2),  recover  (and  so 

25  deposit)  an  amount  equal  to  $20,000,000  during  fiscal 

26  year  1987.";  and 
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1  (2)       by       inserting       "additional"  before 

2  "$75,000,000"  in  the  last  sentence. 

3  HOUSING  AND  OTHEE  EDUCATIONAL  FACILITIES  LOANS 

4  EEAUTHOBIZED 

5  Sec.  808.  (a)  Title  VII  of  the  Act  is  amended—  ' 

6  (1)  by  redesignating  part  D  as  part  E; 

7  (2)  by  redesignating  section  741  and  section  742 

8  as  section  751  and  section  752,  respectively;  and 

9  (3)  by  adding  after  part  C  the  following  new  part: 

10  "PART  D— HOUSING  AND  OTHER  EDUCATIONAL 

11  FACILITIES  LOANS 

12  "fEDEEAL  ASSISTANCE  IN  THE  FOEM  OF  LOANS 

13  "Sec.  741.  (a)  Authoeity  and  Conditions  foe 


14  Loans. — To  assist  undergraduate  postsecondary  educational 

15  institutions  in  the  construction,  reconstruction,  or  renovation 

16  of  housing,  undergraduate  academic  facilities,  and  other  edu- 

17  cational  facilities  for  students  and  faculties,  the  Secretary 

18  may  make  loans  of  funds  to  such  institutions  for  the  construc- 

19  tion,  reconstruction,  or  renovation  of  such  facilities.  No  such 

20  assistance  shall  be  provided  unless — 


21  "(1)  the  educational  institution  involved  is  unable 

22  to  secure  the  necessary  funds  for  the  construction  or 

23  purchase  from  other  sources  upon  terms  and  conditions 

24  equally  as  favorable  as  the  terms  and  conditions  appli- 

25  cable  to  loans  under  this  title;  and 
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1  **(2)  the  Secretary  finds  that  any  such  construc- 

2  tion  will  be  undertaken  in  an  economical  manner,  and 

3  that  any  such  facilities  are  not  or  will  not  be  of  elabo- 

4  rate  or  extravagant  design  or  materials. 

5  ''(b)  Use  of  Loans  foe  Peeviously  Made  Con- 


6  TEACTS. — Any  undergraduate  postsecondary  educational  in- 

7  stitution  which,  prior  to  the  date  of  enactment  of  this  section, 

8  has  contracted  for  housing  or  other  educational  facilities  may, 

9  in  connection  therewith,  receive  loans  authorized  under  this 

10  title,  as  the  Secretary  may  determine.  No  such  loan  shall  be 

11  made  for  any  housing  or  other  educational  facilities,  the  con- 

12  struction  of  which  was  begun  prior  to  the  effective  date  of 

13  this  section,  or  completed  prior  to  the  filing  of  an  application 

14  under  this  title. 


15  ''(c)  Amount  and  Conditions  of  Loans. — A  loan  to 

16  an  undergraduate  postsecondary  educational  institution — 

17  "(1)  may  be  in  an  amount  not  exceeding  the  total 

18  development  cost  of  the  facility,  as  determined  by  the 

19  Secretary; 

20  "(2)  shall  be  secured  in  such  manner  and  be 

21  repaid  within  such  period,  not  exceeding  forty  years,  as 

22  may  be  determined  by  the  Secretary;  and 

23  "(3)  shall  bear  interest  at  a  rate  determined  by 

24  the  Secretary  of  the  Treasury  which  shall  not  be  more 

25  than  the  average  current  yield  on  outstanding  obliga- 
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1  tions  of  the  United  States  of  comparable  maturities  in 

2  the  month  preceding  the  month  in  which  the  contract 

3  for  such  loan  is  made. 

4  "(d)  Use  of  Funds  Feom  Title  IY  of  the  Housing 

5  Act  of  1950. — Funds  obtained  pursuant  to  section  401(d)  of 

6  the  Housing  Act  of  1950  shall  be  available  for  the  purposes 

7  of  carrying  out  this  part.  For  such  purposes,  the  total  amount 

8  of  notes  and  obligations  which  the  Secretary  may  continue  to 

9  issue  and  have  outstanding  for  purchase  by  the  Secretary  of 

10  the  Treasury  shall  not  exceed  the  amount  issued  and  out- 

11  standing  under  such  section  401(d)  as  of  September  30, 

12  1985.  Such  notes  and  other  obligations  shall  be  in  such  forms 

13  and  denominations,  have  such  maturities,  and  be  subject  to 

14  such  terms  and  conditions  as  may  be  prescribed  by  the  Secre- 

15  tary,  with  the  approval  of  the  Secretary  of  the  Treasury. 

16  Such  notes  or  other  obligations  issued  to  obtain  funds  for  loan 

17  contracts  entered  into  after  the  effective  date  of  the  Educa- 

18  tion  Savings  Act  of  1986  shall  bear  interest  at  a  rate  deter- 

19  mined  by  the  Secretary  of  the  Treasury  which  shall  not  be 

20  more  than  the  average  current  yield  on  outstanding  obliga- 

21  tions  of  the  United  States  of  comparable  maturities  in  the 

22  month  preceding  the  month  in  which  the  contract  for  such 

23  loan  is  made.  The  Secretary  of  the  Treasury  is  authorized 

24  and  directed  to  purchase  any  notes  and  other  obligations  of 

25  the  Secretary  issued  imder  this  part  and  for  such  purpose  is 
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1  authorized  to  use  as  a  public  debt  transaction  the  proceeds 

2  from  the  sale  of  any  securities  issued  under  chapter  31  of  title 

3  31,  United  States  Code,  and  the  purposes  for  which  securi- 

4  ties  may  be  issued  under  such  chapter  are  extended  to  in- 

5  elude  any  purchases  of  such  notes  and  other  obligations.  The 

6  Secretary  of  the  Treasury  may  at  any  time  sell  any  of  the 

7  notes  or  other  obligations  acquired  under  this  part.  All  re- 

8  demptions,  purchases,  and  sales  by  the  Secretary  of  the 

9  Treasury  of  such  notes  or  other  obligations  shall  be  treated  as 

10  public  debt  transactions  of  the  United  States. 

11  *'(e)  Use  of  Funds. — Not  less  than  10  percent  of  the 

12  funds  held  by  the  Secretary  under  subsection  (d)  of  this  sec- 

13  tion  shall  be  made  available  for  loans  under  this  part  for  each 

14  fiscal  year. 

15  "(f)  Appropriation  To  Cover  Notes  and  Obliga- 

16  TiONS  Not  Covered  by  Loan  Repayment. — There  are 

17  authorized  to  be  appropriated  to  the  Secretary  such  sums  as 

18  may  be  necessary,  together  with  principal  and  interest  pay- 

19  ments  made  by  postsecondary  educational  institutions  assist- 

20  ed  with  loans  made  under  this  part  (or  under  title  IV  of  the 

21  Housing  Act  of  1950),  for  payment  on  notes  and  obligations 

22  issued  by  the  Secretary  under  this  part  or  such  title. 

23  "general  provisions 

24  "Sec.  742.  (a)  Budget  and  Accounting. — In  the 

25  performance  of,  and  with  respect  to,  the  functions,  powers, 
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1  and  duties  under  this  part,  the  Secretary,  notwithstanding 

2  the  provisions  of  any  other  law,  shall — 

3  prepare  annually  and  submit  a  budget  pro- 

4  gram  as  provided  for  wholly  owned  Government  corpo- 

5  rations  by  chapter  91  of  title  31,  United  States  Code; 

6  and 

7  "(2)  maintain  a  set  of  accounts  which  shall  be  au- 

8  dited  by  the  Comptroller  General  in  accordance  with 

9  the  provisions  of  chapter  35  of  title  31,  United  States 

10  Code,  but  such  financial  transactions  of  the  Secretary, 

11  as  the  making  of  loans  and  vouchers  approved  by  the 

12  Secretary,  in  connection  with  such  financial  transac- 

13  tions  shall  be  final  and  conclusive  upon  all  officers  of 

14  the  Government. 

15  "(b)  Use  of  Funds.— Funds  made  available  to  the 

16  Secretary  pursuant  to  the  provisions  of  this  part  shall  be  de- 

17  posited  in  a  checking  account  or  accounts  with  the  Treasurer 

18  of  the  United  States.  Eeceipts  and  assets  obtained  or  held  by 

19  the  Secretary  in  connection  with  the  performance  of  functions 

20  under  this  part,  and  all  funds  available  for  carrying  out  the 

21  functions  of  the  Secretary  under  this  part  (including  appro- 

22  priations  therefore,  which  are  hereby  authorized),  shall  be 

23  available,  in  such  amounts  as  may  from  year  to  year  be  au- 

24  thorized  by  the  Congress,  for  the  administrative  expenses  of 
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1  the  Secretary  in  connection  with  the  performance  of  such 

2  functions. 

3  "(c)  Legal  Powees. — In  the  performance  of,  and  with 

4  respect  to,  the  functions,  powers,  and  duties  under  this  part, 

5  the  Secretary,  notwithstanding  the  provisions  of  any  other 

6  law,  may — 

7  ''(I)  prescribe  such  rules  and  regulations  as  may 

8  be  necessary  to  carry  out  the  purposes  of  this  part; 

9  "(2)  sue  and  be  sued; 

10  "(3)  foreclose  on  any  property  or  commence  any 

11  action  to  protect  or  enforce  any  right  conferred  upon 

12  him  by  any  law,  contract,  or  other  agreement,  and  bid 

13  for  and  purchase  at  any  foreclosure  or  any  other  sale 

14  any  property  in  connection  with  which  the  Secretary 

15  has  made  a  loan  pursuant  to  this  part; 

16  ''(4)  in  the  event  of  any  such  acquisition,  notwith- 

17  standing  any  other  provision  of  law  relating  to  the  ac- 

18  quisition,  handling,  or  disposal  of  real  property  by  the 

19  United  States,  complete,  administer,  remodel  and  con- 

20  vert,  dispose  of,  lease  and  otherwise  deal  with,  such 

21  property,  but  any  such  acquisition  of  real  property  shall 

22  not  deprive  any  State  or  political  subdivision  thereof  of 

23  its  civil  or  criminal  jurisdiction  in  and  over  such  prop- 

24  erty  or  impair  the  civil  rights  under  the  State  or  local 

25  laws  of  the  inhabitants  on  such  property; 
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1  ''(5)  sell  or  exchange  at  public  or  private  sale,  or 

2  lease,  real  or  personal  property,  and  sell  or  exchange 

3  any  securities  or  obligations,  upon  such  terms  as  the 

4  Secretary  may  fix; 

5  "(6)  obtain  insurance  against  loss  in  connection 

6  with  property  and  other  assets  held; 

7  "(7)  subject  to  the  specific  limitations  in  this  part, 

8  consent  to  the  modification,  with  respect  to  the  rate  of 

9  interest,  time  of  payment  of  any  installment  of  princi- 

10  pal  or  interest,  security,  or  any  other  term  of  any  con- 

11  tract  or  agreement  to  which  the  Secretary  is  a  party  or 

12  which  has  been  transferred  to  the  Secretary  pursuant 

13  to  this  part  granting  to  a  borrower  of  a  loan  made 

14  before  October  1,  1986,  the  option  of  repaying  the  loan 

15  at  a  discount  computed  in  accordance  with  subsection 

16  (d);  and 

17  **(8)  include  in  any  contract  or  instrument  made 

18  pursuant  to  this  title  such  other  covenants,  conditions, 

19  or  provisions  as  may  be  necessary  to  assure  that  the 

20  purposes  of  this  part  will  be  achieved. 

21  "(d)  Computation  of  Allowable  Discounts. — 

22  The  Secretary  shall  compute  the  discount  which  may  be  of- 

23  fered  to  a  borrower  as  an  inducement  to  early  repayment 

24  under  subsection  (b)(7)  in  an  amount  determined  by  the  Sec- 

25  retary  to  be  in  the  best  fuiancial  interests  of  the  Government, 
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1  taking  into  account  the  yield  on  outstanding  marketable  obli- 

2  gations  of  the  United  States  having  maturities  comparable  to 

3  the  remaining  term  of  such  loan,  if  (1)  the  repayment  is  made 

4  from  non-Federal  sources,  (2)  the  Secretary  has  received  sat- 

5  isfactory  assurances  that  the  housing  or  other  educational  fa- 

6  cilities  financed  with  the  loan  will  continue  to  be  used  for 

7  purposes  related  to  the  educational  institution  for  the  original 

8  term  of  the  loan,  and  (3)  the  repayment  is  made  prior  to 

9  October  1,  1991. 

10  "(e)  CoNTEACTS  FOE  SUPPLIES  OE  Seevices. — Sec- 

11  tion  3709  of  the  Revised  Statutes  shall  not  apply  to  any 

12  contract  for  services  or  supplies  on  account  of  any  property 

13  acquired  pursuant  to  this  part  if  the  amount  of  such  contract 

14  does  not  exceed  $1,000. 

15  "(f)  Applicability  of  Goveenment  Coepoeation 

16  CoNTEOL  Act. — The  provisions  of  section  9107(a)  of  title 

17  31,  United  States  Code,  which  are  applicable  to  corporations 

18  or  agencies  subject  to  chapter  91  of  such  title,  shall  also  be 

19  applicable  to  the  activities  of  the  Secretary  under  this  part. 

20  "(g)  Wage  Rates. — The  Secretary  shall  take  such 

21  action  as  may  be  necessary  to  ensure  that  all  laborers  and 

22  mechanics  employed  by  contractors  or  subcontractors  or  any 

23  project  assisted  under  this  part,  the  construction  or  rehabih- 

24  tation  of  which  was  commenced  after  the  date  of  enactment 

25  of  the  Housing  Act  of  1950— 
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1  "(1)  shall  be  paid  wages  at  rates  not  less  than 

2  those  prevailing  on  the  same  type  of  work  on  similar 

3  construction  in  the  immediate  locality  as  determined  by 

4  the  Secretary  of  Labor  in  accordance  with  the  Act  of 

5  March  3,  1931  (Davis-Bacon  Act),  as  amended;  and 

6  "(2)  shall  be  employed  not  more  than  forty  hours 

7  in  any  one  week  unless  the  ^employee  receives  wages 

8  for  his  employment  in  excess  of  the  hours  specified 

9  above  at  a  rate  not  less  than  one  and  one-half  times 

10  the  regular  rate  at  which  he  is  employed; 

11  but  the  Secretary  may  waive  the  appHcation  of  this  subsec- 

12  tion  in  cases  or  classes  of  cases  where  laborers  or  mechanics, 

13  not  otherwise  employed  at  any  time  in  the  construction  of 

14  such  project,  voluntarily  donate  their  services  without  full 

15  compensation  for  the  purpose  of  lowering  the  costs  of  con- 

16  struction  and  the  Secretary  determines  that  any  amounts 

17  saved  thereby  are  fully  credited  to  the  educational  institution 

18  undertaking  the  construction. 

19  ''(h)  Sales  of  Obligations  Required, — The  Secre- 

20  tary  shall  sell,  at  pubHc  or  private  sale,  obligations  held 

21  under  this  title  upon  such  terms  as  the  Secretary  may  fix  and 

22  in  such  amounts  as  the  Secretary  determines  will  carry  out 

23  the  directions  in  the  concurrent  resolution  on  the  budget  for 

24  the  fiscal  year  1987  (S.  Con.  Res.  120,  99th  Congress, 

25  agreed  to  June  27,  1986). 
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1  "apportionment;  priorities;  limitation 

2  "Sec.  743.  (a)  Apportionment. — Not  more  than  12.5 

3  percent  of  the  amount  of  the  funds  provided  for  in  this  part  in 

4  the  form  of  loans  shall  be  made  available  to  educational  insti- 

5  tutions  within  any  one  State. 

6  "(b)  Priorities. — In  awarding  loans  under  this  part, 

7  the  Secretary  shall  give  priority — 

8  "(A)  to  loans  for  renovation  or  reconstruction  of 

9  undergraduate  academic  facilities; 

10  "(B)  to  loans  for  renovation  or  reconstruction  of 

11  older  undergraduate  academic  facilities  and  undergrad- 

12  uate  academic  facilities  that  have  gone  without  major 

13  renovation  or  reconstruction  for  an  extended  period. 

14  "(c)  Limitation. — No  loan  application  may  be  made 

15  under  this  part  until  10  years  after  the  date  on  which  an 

16  undergraduate  postsecondary  educational  institution  received 

17  a  loan  under  this  part. 

18  "definitions 

19  "Sec.  744.  For  the  purposes  of  this  part — 

20  "(1)  Housing. — The  term  'housing'  means — 

21  "(A)  new  or  existing  structures  suitable  for 

22  dwelling  use,  hicluding  single-room  dormitories 

23  and  apartments;  and 

24  "(B)  dwelling  facihties  provided  for  rehabili- 

25  tation,  alteration,  conversion,  or  improvement  of 
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1  existing  structures  which  are  otherwise  inadequate 

2  for  the  proposed  dwelling  use. 

3  ''(2)   Educational   institution. — The  term 

4  'undergraduate  postsecondary  educational  institution' 

5  means — 

6  "(A)(i)    any   educational    institution  which 

7  offers,  or  provides  satisfactory  assurance  to  the 

8  Secretary  that  it  will  offer  within  a  reasonable 

9  time  after  completion  of  a  facility  for  which  assist- 

10  ance  is  requested  under  this  part,  at  least  a  two- 

11  year  program  acceptable  for  full  credit  toward  a 

12  baccalaureate  degree  (including  any  public  educa- 

13  tional  institution,  or  any  private  educational  insti- 

14  tution  no  part  of  the  net  earnings  of  which  inures 

15  to  the  benefit  of  any  private  shareholder  or  indi- 

16  vidual);  or 

17  "(ii)    any    public    educational  institution 

18  which — 

19  "(I)  is  administered  by  a  college  or  uni- 

20  versity  which  is  accredited  by  a  nationally 

21  recognized  accrediting  agency  or  association; 

22  "(II)  offers  technical  or  vocational  in- 

23  struction;  and 
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2  some  or  all  of  the  students  receiving  such  in- 

3  structioH^ 

4  "(B)  any  hospital  operating  a  school  of  nurs- 

5  ing  beyc«id  the  level  of  high  school  approved  by 

6  the  appropriate  State  authority,  or  any  hospital 

7  approved  for  internships,  by  recognized  authority, 

8  if  such  hospital  is  either  a  public  hospital  or  a  pri- 

9  vate  hospital,  no  part  of  the  net  earnings  of  which 
10  inures  to  the  benefit  of  any  private  shareholder  or 
111  individual; 

12 1  "(0)  any  corporation  (no  part  of  the  net 

13  earnings  of  which  inures  to  the  benefit  of  any  pri- 

14  vate  shareholder  or  individual) — 

15  "(i)  established  for  the  sole  purpose  of 

16  providing  housing  or  other  educational  facili- 

17  ties  for  students  or  students  and  faculty  of 

18  one  or  more  institutions  included  in  clause 

19  (A)  of  this  paragraph  without  regard  to  their 

20  membership  in  or  affiliation  with  any  social, 

21  fraternal,  or  honorary  society  or  organiza- 

22  tion;  and 

23  "(ii)  upon  dissolution  of  which  all  title 

24  to  any  property  purchased  or  built  from  the 

25  proceeds  of  any  loan  which  is  made  under 
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1  section  741,  will  pass  to  such  institution  (or 

2  to  any  one  or  more  of  such  institutions) 

3  unless  it  is  shown  to  the  satisfaction  of  the 

4  Secretary  that  such  property  or  the  proceeds 

5  from  its  sale  will  be  used  for  some  other  non- 

6  profit  educational  purpose; 

7  "(D)  any  agency,  public  authority,  or  other 

8  instrumentality  of  any  State,  established  for  the 

9  purpose  of  providing  or  financing  housing  or  other 

10  educational  facilities  for  students  or  faculty  of  any 

11  educational  institution  uicluded  in  clause  (A)  of 

12  this  paragraph,  but  nothing  in  this  paragraph  shall 

13  require  an  institution  included  in  clause  (A)  of  this 

14  paragraph  to  obtain  loans  or  grants  through  any 

15  instrumentality  included  in  this  clause;  and 

16  ''(E)  any  nonprofit  student  housing  coopera- 

17  tive  corporation  estabhshed  for  the  purpose  of 

18  providing  housing  for  students  or  students  and 

19  faculty  of  any  institution  included  in  clause  (A)  of 

20  this  paragraph. 

21  In  the  case  of  any  loan  made  under  section  741  to  a 

22  corporation  described  ui  clause  (C)  of  this  paragraph 

23  which  was  not  established  by  the  institution  or  institu- 

24  tions  for  whose  students  or  students  and  faculty  it 

25  would  provide  housing,  or  to  a  student  housing  cooper- 
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1  ative  corporation  described  in  clause  (E)  of  this  para- 

2  graph,  and  in  the  case  of  any  loan  which  is  obtained 

3  from  other  sources  by  such  a  corporation,  the  Secre- 

4  tary  shall  require  that  the  note  securing  such  loan  be 

5  cosigned  by  such  institution  (or  by  any  one  or  more  of 

6  such  institutions).  Where  the  law  of  any  State  in  effect 

7  on  the  date  of  enactment  of  the  Housing  Act  of  1964 

8  prevents  the  institution  or  institutions,  for  whose  stu- 

9  dents  or  students  and  faculty  housing  is  to  be  provided, 

10  from  cosigning  the  note,  the  Secretary  shall  require  the 

11  corporation  and  the  proposed  project  to  be  approved  by 

12  such  institution  (or  by  any  one  or  more  of  such  institu- 

13  tions)  in  lieu  of  such  cosigning. 

14  "(3)  Undergraduate  academic  facilities. — 

15  (A)  Except  as  provided  in  subparagraph  (B)  of  this 

16  paragraph,  the  term  'undergraduate  academic  facilities' 

17  means  structures  suitable  for  use  as  classrooms,  labora- 

18  tories,  libraries,  and  related  facilities,  the  primary  pur- 

19  pose  of  which  is  the  instruction  of  students  pursuing  a 

20  baccalaureate  degree,  or  for  administration  of  the  edu- 

21  cational  programs  serving  such  students,  of  an  institu- 

22  tion  of  higher  education,  and  maintenance,  storage,  or 

23  utihty  facilities  essential  to  operation  of  the  foregoing 

24  facilities,  as  well  as  infirmaries  or  other  facilities  de- 

25  signed  to  provide  primarily  for  outpatient  care  of  stu- 
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1  dent  and  instructional  personnel.  Plans  for  such  facili- 

2  ties  shall  be  in  compliance  with  such  standards  as  the 

3  Secretary  may  prescribe  or  approve  in  order  to  insure 

4  that  projects  assisted  with  the  use  of  Federal  funds 

5  under  this  title  shall  be,  to  the  extent  appropriate  in 

6  view  of  the  uses  to  be  made  of  the  facilities,  accessible 

7  to  and  usable  by  handicapped  persons. 

8  "(B)  The  term  'undergraduate  academic  facilities' 

9  shall  not  include — 

10  "(i)  any  facility  intended  primarily  for  events 

11  for  which  admission  is  to  be  charged  to  the  gener- 

12  al  public, 

13  "(ii)  any  g3Tiinasium  or  other  facility  special- 

14  ly  designed  for  athletic  or  recreational  activities, 

15  other  than  for  an  academic  course  in  physical  edu- 

16  cation  or  where  the  Secretary  finds  that  the  phys- 

17  ical  integration  of  such  facilities  with  other  under- 

18  graduate  academic  facilities  included  under  this 

19  part  is  required  to  carry  out  the  objectives  of  this 

20  part, 

21  *'(iii)  any  facility  used  or  to  be  used  for  sec- 

22  tarian  instruction  or  as  a  place  for  religious  wor- 

23  ship,  or 

24  "(iv)  any  facility  which  (although  not  a  facili- 

25  ty  described  in  the  preceding  clause)  is  used  or  to 
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1  be  used  primarily  in  connection  with  any  part  of 

2  the  program  of  a  school  or  department  of  divinity. 

3  "(4)  Development  cost. — The  term  'develop- 

4  ment  cost'  means  costs  of  the  construction  of  the  hous- 

5  ing  or  other  educational  facilities  and  the  land  on 

6  which  it  is  located,  including  necessary  site  improve- 

7  ments  to  permit  its  use  for  housing  or  other  education- 

8  al  facilities;  except  that  in  the  case  of  the  purchase  of 

9  facilities  such  term  means  the  cost  as  approved  by  the 

10  Secretary. 

11  *'(5)  Faculties. — The  term  'faculties'  means 

12  members  of  the  faculty  and  their  families. 

13  *'(6)  Othee  educational  facilities. — The 

14  term  'other  educational  facilities'  means  (A)  new  or  ex- 

15  isting  structures  suitable  for  use  as  cafeterias  or  dining 

16  halls,  student  centers  or  student  unions,  infirmaries  or 

17  other  inpatient  or  outpatient  health  facilities,  or  for 

18  other  essential  service  facilities,  and  (B)  structures  suit- 

19  able  for  the  above  uses  provided  by  rehabilitation,  al- 

20  teration,  conversion,  or  improvement  of  existing  struc- 

21  tures  which  are  otherwise  inadequate  for  such  uses.". 

22  (b)  Title  IV  of  the  Housing  Act  of  1950  is  repealed. 

23  effective  date 

24  Sec.  809.  Except  as  otherwise  provided  in  this  Act,  the 


25  amendments  made  by  this  title  shall  take  effect  on  October  1, 

26  1986. 
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1  TITLE  IX— COMMITTEE  ON  SMALL 

2  BUSINESS 

3  SEC.  901.  PILOT  LOAN  ASSET  SALE. 

4  Title  V  of  the  Small  Business  Investment  Act  of  1958  is 

5  amended  by  adding  at  the  end  thereof  the  following  new 

6  section: 

7  **Sec.  506.  (a)  Notwithstanding  any  law,  rule,  regula- 

8  tion  or  guideline  to  the  contrary,  the  Secretary  of  the  Treas- 

9  ury  shall  sell  to  the  pubhc,  by  private  placement  or  otherwise 

10  as  the  Secretary  determines  to  be  appropriate,  all  of  the 

11  right,  title,  and  interest  in  debentures,  together  with  any  un- 

12  derlying  Federal  guaranty,  issued  pursuant  to  section  503  of 

13  this  title  and  held  by  the  Federal  Financing  Bank  in  such 

14  amounts  as  to  realize  net  proceeds  of — 


15  "(1)  $361,000,000  from  such  sales  during  fiscal  year 

16  1987; 

17  ''(2)  $55,000,000  from  such  sales  during  fiscal  year 

18  1988;  and 

19  ''(3)  $14,000,000  from  such  sales  during  fiscal  year 

20  1989; 

21  "(b)  Any  sales  of  debentures  by  the  Secretary  under  this 


22  Section  shall  be  with  recourse  to  the  Federal  Government 

23  and  shall  preserve  any  existing  rights  and  obhgations  by  any 

24  503  company,  private  party  or  any  government  agency  with 

25  regard  to  payments  of  such  debentures. 
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1  "(c)  The  sale  of  each  debenture  by  the  Secretary  shall 

2  discharge  any  liability  by  the  Administration  to  the  Federal 

3  Financing  Bank  but  shall  not  affect  the  Administration's  obli- 

4  gations  with  respect  to  any  individual  purchaser  or  assignee 

5  of  such  debenture.". 

6  Sec.  902.  In  order  to  achieve  the  budget  savings  speci- 

7  fied  in  section  901  of  this  Act,  neither  the  Secretary  of  the 

8  Treasury  nor  the  Administration  shall  sell  any  loans,  guaran- 

9  teed  portion  of  loans,  notes  or  debentures  guaranteed  by  the 

10  Administration  pursuant  either  to  the  Small  Business  Act  of 

11  1953  or  the  Small  Business  Investment  Act  of  1958  except 

12  those  specified  in  section  901. 

O 
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